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INFORMATION CONTAINED IN THIS REPORT ON FORM 6-K

On May 9, 2017, Merus N.V. issued a press release (the “Press Release”) announcing its 2017 annual general meeting of shareholders (the
“AGM”) to be held on May 24, 2017 and made available to its shareholders on its website certain material related to the AGM (the “Shareholder Material”).

The Shareholder Material and Press Release are furnished herewith as Exhibits 99.1 through 99.14 to this Report on Form 6-K.
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Exhibit 99.1

CONVENING NOTICE

This is the convening notice for the annual general meeting of shareholders of Merus N.V. (the “Company”) to be held on May 24, 2017 at 8:00 a.m. (CEST)
at the Hilton Hotel Amsterdam Airport Schiphol (address: Schiphol Boulevard 701, 1118 BN Schiphol, the Netherlands) (the “AGM”).

The agenda for the AGM is as follows:
 

 1. Opening
 

 2. Discussion of the annual report over the financial year 2016 (discussion item)
 

 3. Implementation of the compensation policy during the financial year 2016 (discussion item)
 

 4. Adoption of the annual accounts over the financial year 2016 (voting item)
 

 5. Explanation of the dividend and reservation policy (discussion item)
 

 6. Appointment of the external auditor for the financial year 2017 (voting item)
 

 7. Release of the management directors from liability for the exercise of their duties during the financial year 2016 (voting item)
 

 8. Release of the supervisory directors from liability for the exercise of their duties during the financial year 2016 (voting item)
 

 9. Change of the Company’s corporate governance structure (discussion item)
 

 10. (i) Amendment of the Company’s articles of association, (ii) authorization to implement such amendment and (iii) designation of managing and
supervisory directors as executive and non-executive directors (voting item)

 

 11. Reappointment of Dr. W. Berthold, Ph.D. and designation as non-executive director (voting item)
 

 12. Reappointment of Dr. J.P. de Koning, Ph.D. and designation as non-executive director (voting item)
 

 13. Amendment of the Company’s compensation policy (voting item)
 

 14. Amendment of the Company’s supervisory board member compensation program (voting item)
 

 15. Approval of the increase of the grant date fair value of equity awards under the Company’s supervisory board member compensation program
(voting item)



 16. Granting of equity compensation to Mr. M.T. Iwicki (voting item)
 

 17. Granting of equity compensation to Dr. W. Berthold, Ph.D. (voting item)
 

 18. Granting of equity compensation to Mr. L.M.S. Carnot (voting item)
 

 19. Granting of equity compensation to Dr. J.P. de Koning, Ph.D. (voting item)
 

 20. Granting of equity compensation to Dr. A. Mehra, M.D. (voting item)
 

 21. Granting of equity compensation to Mr. G.D. Perry (voting item)
 

 22. Approval of amendment to awards granted under the Company’s 2010 employee option plan (voting item)
 

 23. Granting authorization to issue shares and to grant rights to subscribe for shares (voting item)
 

 24. Granting authorization to limit or exclude pre-emption rights (voting item)
 

 25. Granting authorization to acquire shares in the Company’s capital (voting item)
 

 26. Closing

No business shall be voted on at the AGM, except such items as included in the above-mentioned agenda.

The registration date for the AGM is April 26, 2017 (the “Registration Date”). Those who are shareholders of the Company, or who otherwise have voting
rights and/or meeting rights with respect to shares in the Company’s capital, on the Registration Date and who are recorded as such in the Company’s
shareholders’ register or in the register maintained by the Company’s U.S. transfer agent may attend and, if relevant, vote at the AGM (the “Persons with
Meeting Rights”).

Persons with Meeting Rights who wish to attend the AGM, in person or represented by proxy, must notify the Company in writing of their identity and
intention to attend the AGM. This notice must be received by the Company prior to the AGM. Persons with Meeting Rights who have not complied with this
requirement may be refused entry to the AGM. Persons with Meeting Rights may have themselves represented at the AGM through the use of a written or
electronically recorded proxy. Proxyholders should present a copy of their proxies upon entry to the AGM, failing which the proxyholder concerned may be
refused entry to the AGM. A proxy form can be downloaded from the Company’s website (http://www.merus.nl).



EXPLANATORY NOTES TO THE AGENDA
 
2. Discussion of the annual report over the financial year 2016 (discussion item)

The Company’s annual report over the financial year 2016 has been made available on the Company’s website (http://www.merus.nl) and at the
Company’s office address.

 

3. Implementation of the compensation policy during the financial year 2016 (discussion item)

The Company’s compensation policy (the “Compensation Policy”) is intended to attract, retain and motivate managing directors with the leadership
qualities, skills and experience needed to support and promote the growth and sustainable success of the Company and its business. The compensation
structure for managing directors should drive strong business performance, promote accountability, incentivize managing directors to achieve short and
long-term performance targets with the objective of increasing the Company’s equity value, assure that the interests of the managing directors are
closely aligned to those of the Company, its business and its stakeholders and ensure the overall market competitiveness of compensation packages for
managing directors.

The implementation of the Compensation Policy has been outlined in the Company’s annual report over the financial year 2016.

 
4. Adoption of the annual accounts over the financial year 2016 (voting item)

The Company’s annual accounts over the financial year 2016 have been made available on the Company’s website (http://www.merus.nl) and at the
Company’s office address. It is proposed that these annual accounts be adopted.

 
5. Explanation of the dividend and reservation policy (discussion item)

The Company has formulated a dividend and reservation policy consistent with its current strategy. The Company’s policy in this respect is not to
distribute any profits in the near future and to add any such profits to the Company’s reserves for purposes such as funding the development and
expansion of the Company’s business, making future investments, financing capital expenditures and enhancing the Company’s liquidity position. If
and when the Company does intend to distribute a dividend, such dividend may be distributed in the form of cash only or shares only, through a
combination of the foregoing (cash and shares) or through a choice dividend (cash or shares), in each case subject to applicable law.

 
6. Appointment of the external auditor for the financial year 2017 (voting item)

It is proposed that KPMG Accountants N.V. (“KPMG”) be appointed and instructed to audit the Company’s annual report and annual accounts for the
financial year 2017. This proposal is based on the positive outcome of a thorough selection procedure performed by the Company and the supervisory
board’s approval of the terms of engagement proposed by KPMG for these



services (including the scope of the audit, the materiality to be used and compensation for the audit). The main conclusion of the selection procedure is
that, because of the importance of continuity of the audit activities, it is desirable to extend KPMG’s current engagement as the Company’s external
auditor.

 
7. Release of the management directors from liability for the exercise of their duties during the financial year 2016 (voting item)

It is proposed that the Company’s managing directors be released from liability for the exercise of their duties during the financial year 2016. The scope
of this release from liability extends to the exercise of their respective duties insofar as these are reflected in the Company’s annual report or annual
accounts over the financial year 2016 or in other public disclosures.

 
8. Release of the supervisory directors from liability for the exercise of their duties during the financial year 2016 (voting item)

It is proposed that the Company’s supervisory directors be released from liability for the exercise of their duties during the financial year 2016. The
scope of this release from liability extends to the exercise of their respective duties insofar as these are reflected in the Company’s annual report or
annual accounts over the financial year 2016 or in other public disclosures.

 
9. Change of the Company’s corporate governance structure (discussion item)

The Company’s management board and supervisory board propose a change of the Company’s governance structure from a two-tier model (with a
management board acting under the supervision of a separate supervisory board) to a one-tier board model (with a unitary board of directors consisting
of one or more executive directors and one or more non-executive directors).

A one-tier board model is considered to be more consistent with market practice globally and specifically in the United States of America. As the
Company continues to expand its operational activities in the United States of America and with a view to the Company’s intentions to conform to
global practice in order to advance its ambitions and its business, the Company believes that changing its governance to a one-tier board model would
be in the Company’s best interests. In addition, a one-tier board model would allow the Company to integrate the knowledge, experience and wide
range of backgrounds, education and expertise among the current managing directors and supervisory directors into one corporate body. The Company
believes that this will improve the quality of its internal processes and decision-making.

In the proposed one-tier board model, the board of directors as a collective (i.e., the executive directors and the non-executive directors) would be
charged with managing the Company’s affairs and would be responsible for the general course of affairs of the Company (including the Company’s
strategy and financial policy). The executive directors would manage the day-to-day business and operations of the Company and would implement the
Company’s strategy. The non-executive directors would focus on the supervision on the policy and functioning of the performance of the duties of all
directors and the Company’s general state of affairs.



Contingent upon the resolution proposed under agenda item 10 being passed and implemented through the execution of the Deed of Amendment (as
defined below), the Company’s Chief Executive Officer (“CEO”), Dr. T. Logtenberg, Ph.D. would become the Company’s sole executive director
(continuing to be the CEO) and the Company’s supervisory directors would become non-executive directors, with Mr. M.T. Iwicki being granted the
role of Chairman of the board of directors.

Upon the implementation of the proposed governance change, the board of directors shall adopt a revised set of internal regulations and policies
reflecting such change and it shall revise the Company’s 2016 incentive award plan (the “2016 Plan”). The 2016 Plan as it would read immediately
following the execution of the Deed of Amendment, and a redlined version against the current 2016 Plan, have been made available on the Company’s
website (http://www.merus.nl).

 
10 (i) Amendment of the Company’s articles of association, (ii) authorization to implement such amendment and (iii) designation of managing and

supervisory directors as executive and non-executive directors (voting item)

In order to effect the proposed governance change discussed under agenda item 9, it is proposed that the Company’s articles of association be amended
in accordance with the draft articles of association which has been made available on the Company’s website (http://www.merus.nl) and at the
Company’s office address. A document containing explanatory notes to the proposed changes has also been made available on the Company’s website.
If this resolution is passed, each lawyer, candidate civil law notary and civil law notary of NautaDutilh N.V. shall be authorized to execute the requisite
deed of amendment to the Company’s articles of association (the “Deed of Amendment”).

In addition, if this resolution is passed, Dr. T. Logtenberg, Ph.D. shall be designated as executive director of the Company and each supervisory director
holding office at the time of the AGM (including, subject to their reappointment as described in relation to agenda items 11 and 12, Dr. W. Berthold,
Ph.D. and Dr. J.P. de Koning, Ph.D., respectively) shall be designated as non-executive directors of the Company, in each case with effect from the
execution of the Deed of Amendment.

Because the matters discussed above in relation to this agenda item are inextricably connected, they are submitted to the AGM as one single voting
item.

 
11. Reappointment of Dr. W. Berthold, Ph.D. and designation as non-executive director (voting item)

The Company’s supervisory board has made a binding nomination to reappoint Dr. Wolfgang Berthold, Ph.D. as supervisory director of the Company
for a period of two years, ending at the end of the annual general meeting of shareholders of the Company to be held in 2019. The supervisory board
has considered the diversity objectives of the Company, such as nationality, age, gender, education and work background, in the preparation of this
proposal.



Dr. Berthold (70) has been a member of the Company’s supervisory board since September 2010. Dr. Berthold has held senior positions at Boehringer
Ingelheim, GmbH, and BiogenIdec International, CH (now Biogen, Inc.), where he was responsible for various aspects of manufacturing operations,
process development and facilities and engineering. He has over 30 years of experience in the industry. Since 2011, Dr. Berthold has served as president
of Berthold BioPharm Consulting GmbH, Switzerland, a biotechnology consulting company. From February 2000 until March 2011, Dr. Berthold held
positions of increasing seniority at BiogenIdec International, CH, including serving as its chief technology officer. During that time, Dr. Berthold also
served on the executive board of BiogenIdec International GMBH from February 2009 until his retirement in March 2011. Dr. Berthold has served also
on a number of Scientific Advisory Boards of Biotech mainly for review of Manufacturing and CMC development strategies and is currently serving
on GSK BioPharm Manufacturing SAB. Dr. Berthold received his Ph.D. in 1975 in biochemistry from the University of London. Dr. Berthold does not
hold ordinary shares in the Company’s capital.

Dr. Berthold is being nominated for reappointment in view of his knowledge of the Company and its business, the dedication with which he has
performed his duties as a supervisory director during his previous term of office, his extensive track record as officer of other companies, as set out
above, his knowledge and experience in the field of technology and the pharmaceuticals industry and his academic credentials.

If the resolutions proposed under agenda item 10 and under this agenda item are passed, it is proposed that Dr. Berthold be designated as non-executive
director of the Company with effect from the execution of the Deed of Amendment.

 
12. Reappointment of Dr. J.P. de Koning, Ph.D. and designation as non-executive director (voting item)

The Company’s supervisory board has made a binding nomination to reappoint Dr. John de Koning, Ph.D. as supervisory director of the Company for a
period of two years, ending at the end of the annual general meeting of shareholders of the Company to be held in 2019. The supervisory board has
considered the diversity objectives of the Company, such as nationality, age, gender, education and work background, in the preparation of this
proposal.

Dr. De Koning (48) has been a member of the Company’s supervisory board since January 2010. Dr. De Koning has been a partner at LSP (Life
Sciences Partners) since January 2006. Previously, Dr. De Koning served on the supervisory boards of BMEYE (acquired by Edwards Lifesciences),
Prosensa (acquired by BioMarin) and Skyline Diagnostics, and as a non-executive director on the boards of argenx (ARGX.BR), Pronota (now
MyCartis) and Innovative Biosensors Inc. Dr. De Koning currently acts as supervisory director or non-executive director on the boards of eTheRNA
and G-Therapeutics. Dr. De Koning has a M.Sc. in medical biology from Utrecht University and a Ph.D. in oncology from the Erasmus University
Rotterdam. Dr. De Koning does not hold any ordinary shares in the Company’s capital.



As with Dr. Berthold, Dr. De Koning is being nominated for reappointment in view of his knowledge of the Company and its business, the dedication
with which he has performed his duties as a supervisory director during his previous term of office, his extensive track record as officer of other
companies, as set out above, his knowledge and experience in the pharmaceuticals industry and his academic credentials.

If the resolutions proposed under agenda item 10 and under this agenda item are passed, it is proposed that Dr. De Koning be designated as
non-executive director of the Company with effect from the execution of the Deed of Amendment.

 
13. Amendment of the Company’s compensation policy (voting item)

The Compensation Policy has been designed to attract, retain and motivate highly qualified individuals with the leadership qualities, skills and
experience needed to support and promote the growth and sustainable success of the Company and its business, thereby contributing to the Company’s
strategy to create long-term value for its stakeholders. The Company believes that the compensation structure and package offered by the Company
should provide sufficient incentives and, therefore, it is paramount that the overall market competitiveness of the Company’s compensation structure
and packages be regularly reviewed and revised when appropriate.

After extensive research among the Company’s reference group for compensation of directors, the Company’s supervisory board, at the
recommendation of the Company’s compensation committee, has decided to propose an amendment to the Compensation Policy in relation to the short
term incentive compensation component.

It is proposed that, starting from the financial year 2017, the CEO be eligible for an annual bonus of up to 75% of his annual base salary for reaching or
outperforming his targets and that other members of the Company’s management board be eligible for an annual bonus of 50% of their respective
annual base salary for reaching or outperforming their respective targets. These bonuses are, and shall remain, based on pre-determined quantified
financial targets, non-financial/personal targets and Company milestones which are set annually for the relevant financial year by the Company’s
supervisory board, and which should be assessable and supportive of the long-term strategy and development of the Company. Achievement of the
targets shall be measured following the end of the relevant financial year. The targets are, and shall remain, derived from the Company’s strategic and
organizational priorities and also include qualitative targets that are relevant for the responsibilities of the relevant managing director.

If the resolutions proposed under agenda item 10 and under this agenda item are passed, it is proposed that the Compensation Policy be further
amended with effect from the execution of the Deed of Amendment to reflect the Company’s one-tier board model. The proposed Compensation Policy
as it would read immediately following the execution of the Deed of Amendment, and a redlined version against the current Compensation Policy, have
been made available on the Company’s website (http://www.merus.nl).



14. Amendment of the Company’s supervisory board member compensation program (voting item)

On May 6, 2016, the Company’s general meeting of shareholders approved the Company’s supervisory board member compensation program (the “SB
Compensation Program”). At that time, the annual individual limits for equity awards under the SB Compensation Program (the “Annual Limits”)
were set at 30,000 ordinary shares in the Company’s capital (for Initial Awards, as defined in the SB Compensation Program) and 15,000 ordinary
shares in the Company’s capital (for Subsequent Awards, as defined in the SB Compensation Program). The Annual Limits were set and approved
without taking into account the reverse stock split which was implemented with respect to the Company’s share capital in connection with the
Company’s initial public offering. The Company wishes to rectify this situation by lowering the Annual Limits. The form of the SB Compensation
Program has been filed with the U.S. Securities and Exchange Commission as an Exhibit to the Company’s Registration Statement on Form F-1 in
connection with the Company’s initial public offering.

It is proposed that the Annual Limits for Initial Awards and Subsequent Awards (as such terms are defined in the SB Compensation Program and as
referred to in Section II.D of the SB Compensation Program) be set at, and be approved as being, 17,000 ordinary shares in the Company’s capital and
8,500 ordinary shares in the Company’s capital, respectively.

If the resolutions proposed under agenda item 10 and under this agenda item are passed, it is proposed that the SB Compensation Program be further
amended with effect from the execution of the Deed of Amendment to reflect the Company’s one-tier board model. The proposed SB Compensation
Program would be called the “Non-Executive Director Compensation Program” and such program, as it would read immediately following the
execution of the Deed of Amendment, and a redlined version against the current SB Compensation Program, have been made available on the
Company’s website (http://www.merus.nl).

 
15. Approval of the increase of the grant date fair value of equity awards under the Company’s supervisory board member compensation

program (voting item)

Pursuant to the terms of the SB Compensation Program, the value of the equity awards as of the date of grant (i.e., the Grant Date Fair Value, as defined
in the SB Compensation Program) shall increase on the first day of each calendar year, beginning on January 1, 2017, by 3% of the Grant Date Fair
Value (as defined in the SB Compensation Program) in effect as of the immediately preceding calendar year, subject to the Annual Limits and subject to
the approval by the Company’s general meeting of shareholders (the “Annual Increase”).

It is proposed that the Annual Increase as of January 1, 2017 be approved.

 
16. Granting of equity compensation to Mr. M.T. Iwicki (voting item)

Pursuant to, and subject to the terms of, the SB Compensation Program, the Company’s supervisory directors are entitled to receive cash and equity
compensation. As part of such



equity compensation, a supervisory director who (i) has been serving as a supervisory director for at least six months as of the date of the AGM and
(ii) will continue to serve as a supervisory director of the Company immediately following the AGM, is eligible to be granted an option to acquire a
number of ordinary shares in the Company’s capital having an aggregate Grant Date Fair Value (as defined in the SB Compensation Program) of USD
100,000, rounded down to the nearest whole ordinary share (the “Subsequent Awards”). The number of Subsequent Awards shall be based on the
increased Grant Date Fair Value as described in agenda item 15 if the resolution proposed under such agenda item is passed.

For the avoidance of doubt, these Subsequent Awards will require a written notice of acceptance of Mr. Iwicki, in the absence of which he will be
deemed to have waived his rights to such grant.

If the resolutions proposed under agenda items 10 and 14 are passed, the arrangements concerning Subsequent Awards as described above shall
continue to apply to the non-executive directors of the Company.

Mr. M.T. Iwicki is eligible to be granted the Subsequent Awards and it is proposed that such Subsequent Awards be granted and approved as part of the
compensation for his (continued) services as a supervisory director of the Company (and, subject to the resolution proposed under agenda item 10 being
passed and the execution of the Deed of Amendment, as a non-executive director of the Company).

 
17. Granting of equity compensation to Dr. W. Berthold, Ph.D. (voting item)

Reference is made to the explanation included under agenda item 16.

Dr. W. Berthold, Ph.D. is eligible to be granted the Subsequent Awards and it is proposed that such Subsequent Awards be granted and approved as part
of the compensation for his services as a supervisory director of the Company (and, subject to the resolution proposed under agenda item 10 being
passed and the execution of the Deed of Amendment, as a non-executive director of the Company).

This proposal is contingent upon the resolution proposed under agenda item 11 having been passed.

 
18. Granting of equity compensation to Mr. L.M.S. Carnot (voting item)

Reference is made to the explanation included under agenda item 16.

Mr. L.M.S. Carnot is eligible to be granted the Subsequent Awards and it is proposed that such Subsequent Awards be granted and approved as part of
the compensation for his (continued) services as a supervisory director of the Company (and, subject to the resolution proposed under agenda item 10
being passed and the execution of the Deed of Amendment, as a non-executive director of the Company).



19. Granting of equity compensation to Dr. J.P. de Koning, Ph.D. (voting item)

Reference is made to the explanation included under agenda item 16.

Dr. J.P. de Koning, Ph.D. is eligible to be granted the Subsequent Awards and it is proposed that such Subsequent Awards be granted and approved as
part of the compensation for his (continued) services as a supervisory director of the Company (and, subject to the resolution proposed under agenda
item 10 being passed and the execution of the Deed of Amendment, as a non-executive director of the Company).

This proposal is contingent upon the resolution proposed under agenda item 12 having been passed.

 
20. Granting of equity compensation to Dr. A. Mehra, M.D. (voting item)

Reference is made to the explanation included under agenda item 16.

Dr. A. Mehra, M.D. is eligible to be granted the Subsequent Awards and it is proposed that such Subsequent Awards be granted and approved as part of
the compensation for his (continued) services as a supervisory director of the Company (and, subject to the resolution proposed under agenda item 10
being passed and the execution of the Deed of Amendment, as a non-executive director of the Company).

 
21. Granting of equity compensation to Mr. G.D. Perry (voting item)

Reference is made to the explanation included under agenda item 16.

Mr. G.D. Perry is eligible to be granted the Subsequent Awards and it is proposed that such Subsequent Awards be granted and approved as part of the
compensation for his (continued) services as a supervisory director of the Company (and, subject to the resolution proposed under agenda item 10 being
passed and the execution of the Deed of Amendment, as a non-executive director of the Company).

 
22. Approval of amendment to awards granted under the Company’s 2010 employee option plan (voting item)

Pursuant to, and subject to the terms of, the Company’s 2010 employee option plan (the “2010 Plan”), certain options to acquire ordinary shares in the
Company’s capital have been awarded to certain supervisory directors of the Company (the “2010 Options”). The exercise of the 2010 Options is
subject to the provisions of the respective option agreements which have been entered into with the supervisory directors concerned (the “2010 Option
Agreements”). Pursuant to the 2010 Option Agreements, the 2010 Options may be exercised in either of the following exercise windows: (a) within
two months following the end of a calendar year or (b) within two months following the adoption of the Company’s annual accounts by the Company’s
general meeting of shareholders (the “Exercise Windows”).



Consistent with awards granted under the 2016 Plan, the Company wishes to amend the terms of the 2010 Options by lifting the requirement that they
be exercised only during the applicable Exercise Windows (without prejudice to the restrictions and limitations under the Company’s insider trading
policy and applicable law). It is proposed that such amendment to the terms of the 2010 Options be approved, irrespective of whether the resolution
proposed under agenda item 10 is passed.

For the avoidance of doubt, the relevant supervisory directors of the Company shall be allowed to retain their respective 2010 Options as non-executive
directors of the Company if and when the Deed of Amendment is executed.

Pursuant to the 2010 Plan, the resolution proposed under this agenda item can only be passed at the AGM by a qualified majority of at least two-thirds
of the votes cast and provided that at least two-thirds of the Company’s issued share capital is present or represented at the AGM.

 
23. Granting authorization to issue shares and to grant rights to subscribe for shares (voting item)

The Company’s management board has been designated as the corporate body authorized to resolve upon the issuance of ordinary shares and the
granting of rights to subscribe for ordinary shares, subject to the approval of the Company’s supervisory board, for a period ending on May 19, 2021.
This authorization was limited to 20% of the Company’s outstanding share capital from time to time.

It is proposed that the above-mentioned authorization be extended, and effectively renewed, for a period ending five years following the date of the
AGM, provided that the above-mentioned percentage of 20% shall be calculated by reference to the Company’s issued share capital determined as at
the close of business on the date of the AGM.

If the resolutions proposed under agenda item 10 and under this agenda item are passed, it is proposed that the authorization referred to in the previous
paragraph be granted to the Company’s board of directors upon the execution of the Deed of Amendment.

 
24. Granting authorization to limit or exclude pre-emption rights (voting item)

The Company’s management board has been designated as the corporate body authorized to resolve upon the limitation or exclusion of pre-emption
rights in relation to the issuance of ordinary shares or the granting of rights to subscribe for ordinary shares, subject to the approval of the Company’s
supervisory board, for a period ending on May 19, 2021.

It is proposed that the above-mentioned authorization be extended, and effectively renewed, for a period ending five years following the date of the
AGM in relation to the issuance of ordinary shares or the granting of rights to subscribe for ordinary shares pursuant to the use of the (extended)
authorization referred to in agenda item 23.



If the resolutions proposed under agenda item 10 and under this agenda item are passed, it is proposed that the authorization referred to in the previous
paragraph be granted to the Company’s board of directors upon the execution of the Deed of Amendment.

The proposal under this agenda item is contingent upon the resolution proposed under agenda item 23 having been passed.

 
25. Granting authorization to acquire shares in the Company’s capital (voting item)

The Company’s management board has been authorized, for a period ending on November 19, 2017, to resolve for the Company to acquire fully
paid-up shares in the Company’s capital for a price per share which is no higher than 110% of the average closing price of the Company’s ordinary
shares on the NASDAQ Global Market (such average closing price being calculated over the five trading days preceding the date the acquisition is
agreed upon by the Company), up to 50% of the Company’s issued share capital.

It is now proposed to authorize the Company’s management board, subject to the approval of the Company’s supervisory board, to resolve for the
Company to acquire fully paid-up shares in the Company’s capital (or depository receipts for such shares) by any means, including through derivative
products, purchases on a stock exchange, private purchases, block trades, or otherwise, for a price per share which is higher than nil and no higher than
110% of the average closing price of the Company’s ordinary shares on the NASDAQ Global Market (such average closing price being calculated over
the five trading days preceding the date the acquisition is agreed upon by the Company), up to 10% of the Company’s issued share capital (determined
as at the close of business on the date of the AGM). If the resolution proposed under this agenda item 25 is passed, the proposed authorization shall
replace the existing authorization referred to in the previous paragraph.

If the resolutions proposed under agenda item 10 and under this agenda item are passed, it is proposed that the authorization referred to in the previous
paragraph be granted to the Company’s board of directors upon the execution of the Deed of Amendment.
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1. Directors report
 

 1.1 Selected financial data

The following selected consolidated financial data should be read in conjunction with “Operating and Financial Review and Prospects,” our
consolidated financial statements and related notes, and other financial information included in this Annual Report. We have derived the consolidated
statement of profit or loss and comprehensive loss data and the statement of financial position data as of December 31, 2016, 2015, and from our audited
financial statements included elsewhere in this Annual Report. Our historical results are not necessarily indicative of the results that should be expected in the
future.
 

   Year Ended December 31,  
   2016    2015  

   
(euros in thousands, except
share and per share data)  

Statement of Profit or Loss and Comprehensive Loss Data:     
Revenue   € 2,719   € 1,977 
Research and development costs    (18,991)    (16,350) 
Management and administration costs    (4,258)    (768) 
Other expenses    (7,142)    (7,898) 

    
 

    
 

Operating result    (27,672)    (23,039) 
Finance income (expenses)    (19,556)    (145) 

    
 

    
 

Result before tax    (47,228)    (23,184) 
    

 
    

 

Other comprehensive income    8    —   
    

 
    

 

Total comprehensive loss for the year   € (47,220)   € (23,184) 
    

 

    

 

Basic (and diluted) loss per share(1)   € (3.57)   € (3.95) 
    

 

    

 

Weighted average shares outstanding, basic and diluted(2)    13,236,649    5,871,248 
 
(1) Basic loss per share and diluted loss per share are the same because outstanding options would be anti-dilutive due to our net losses in these periods.
(2) Includes preferred shares issued and outstanding as of December 31, 2015.
 

   As of December 31,  
   2016    2015  
   euros in thousands)  
Statement of Financial Position Data:     
Cash and cash equivalents   € 56,917   € 32,851 
Total assets    72,310    35,494 
Total liabilities    38,280    7,192 
Accumulated loss    (107,295)    (63,382) 
Total equity (deficit)    34,031    28,302 

Exchange Rate Information

Our business is primarily conducted in the European Union, and we maintain our books and records in euros. We have presented our results of
operations in euros. In this Annual Report, translations from euros to U.S. dollars were made at the rate of 0.9182 to $1.00, the official exchange rate quoted
as of April 25, 2017 by the European Central Bank. Such U.S. dollar amounts are not necessarily indicative of the amount of U.S. dollars that could actually
have been purchased upon exchange of euros at the dates indicated.
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The following table presents information on the exchange rates between the euro and the U.S. dollar for the periods indicated:
 

   
Period

end    

Average
for

period    Low    High  
   (euros per U.S. dollar)  
Year Ended December 31:         
2012    0.758    0.778    0.743    0.827 
2013    0.725    0.753    0.724    0.783 
2014    0.824    0.754    0.717    0.824 
2015    0.917    0.901    0.826    0.954 
2016    0.949    0.907    0.864    0.965 

 
   Low    High  

   
(euros per U.S.

dollar)  
Month Ended:     
October 31, 2016    0.8900    0.9198 
November 30, 2016    0.9013    0.9480 
December 31, 2016    0.9292    0.9694 
January 31, 2017    0.9304    0.9629 
February 28, 2017    0.9252    0.9512 
March 31, 2017    0.9184    0.9511 
April 2017 (through April 25)    0.9182    0.9454 

 
 1.2 Risk management and control systems

In its review of our internal control over financial reporting in connection with the annual audit for 2016, our management identified the
following material weaknesses:
 

 •  insufficient accounting resources required to fulfill IFRS and SEC reporting requirements, and
 

 •  insufficient comprehensive IFRS accounting policies and financial reporting procedures.

As a result, our management concluded that our disclosure controls and procedures were not effective as of December 31, 2016. We are
continuing to conduct a thorough review of our accounting resources and accounting policies and financial procedures. Following this review, management
will develop a remediation plan to address the material weaknesses identified by management.

 
 1.3 Risk factors

You should carefully consider the risks and uncertainties described below and the other information in this Annual Report. Our business, financial condition
or results of operations could be materially and adversely affected if any of these risks occur.

 
1.3.1 Risks Related to Our Business and Industry

We are a clinical-stage company and have incurred significant losses since our inception. We expect to incur losses for the foreseeable future and may
never achieve or maintain profitability.

We are a clinical-stage immuno-oncology company with a limited operating history. We have incurred net losses of €47.0 million, and
€23.2 million for the years ended December 31, 2016, and 2015 respectively. As of December 31, 2016, we had an accumulated loss of €107.3 million. Our
losses have resulted principally from expenses incurred in research and development of our bispecific antibody candidates and from general and
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administrative expenses that we have incurred while building our business infrastructure. We expect to continue to incur significant operating losses for the
foreseeable future as we continue our research and development efforts and seek to obtain regulatory approval and commercialization of our bispecific
antibody candidates. We anticipate that our expenses will increase substantially as we:
 

 •  conduct the Phase 1/2 clinical trial of MCLA-128, our lead bispecific antibody candidate;
 

 •  conduct the Phase 1 clinical trial of MCLA-117, our second bispecific antibody candidate;
 

 •  continue the research and development of our other bispecific antibody candidates, including completing pre-clinical studies and
commencing clinical trials for MCLA-158;

 

 •  seek to enhance our technology platform, which generates our pipeline of Biclonics, and discover and develop additional bispecific
antibody candidates;

 

 •  seek regulatory approvals for any bispecific antibody candidates that successfully complete clinical trials;
 

 •  potentially establish a sales, marketing and distribution infrastructure and scale-up manufacturing capabilities to commercialize any
products for which we may obtain regulatory approvals;

 

 •  maintain, expand and protect our intellectual property portfolio;
 

 •  secure, maintain and/or obtain freedom to operate for our technologies and products;
 

 •  add clinical, scientific, operational, financial and management information systems and personnel, including personnel to support our
product development and potential future commercialization efforts and to support our operation as a public company; and

 

 •  experience any delays or encounter any issues with any of the above, including but not limited to failed studies, complex results, safety
issues or other regulatory challenges.

To date, we have financed our operations primarily through the initial public offering of our common shares, private placements of equity
securities, upfront and milestone payments, funding from patient organizations and governmental bodies and borrowings from bank and bridge loan
financings. We have devoted a significant portion of our financial resources and efforts to developing our Biclonics technology platform, identifying potential
bispecific antibody candidates and conducting pre-clinical studies and initiating our clinical trials of MCLA-128 and MCLA-117. We are in the early stages of
development of our bispecific antibody candidates, and we have not completed development of any Biclonics or any other drugs or biologics.

To become and remain profitable, we must succeed in developing and eventually commercializing products that generate significant revenue.
This will require us to be successful in a range of challenging activities, including completing pre-clinical testing and clinical trials of our bispecific antibody
candidates, discovering and developing additional bispecific antibody candidates, obtaining regulatory approval for any bispecific antibody candidates that
successfully complete clinical trials, establishing manufacturing and marketing capabilities and ultimately selling any products for which we may obtain
regulatory approval. We are only in the preliminary stages of most of these activities. We may never succeed in these activities and, even if we do, may never
generate revenue that is significant enough to achieve profitability.

Because of the numerous risks and uncertainties associated with pharmaceutical product and biological development, we are unable to accurately
predict the timing or amount of increased expenses or when, or if, we will be able to achieve profitability. If we are required by the U.S. Food and Drug
Administration, or the FDA, or the European Medicines Agency, or EMA, or other regulatory authorities to perform studies in addition to those we currently
anticipate, or if there are any delays in completing our clinical trials or the development of any of our bispecific antibody candidates, our expenses could
increase and revenue could be further delayed.
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Even if we do generate product royalties or product sales, we may never achieve or sustain profitability on a quarterly or annual basis. Our failure
to sustain profitability would depress the market price of our common shares and could impair our ability to raise capital, expand our business, diversify our
product offerings or continue our operations.    

We will need additional funding in order to complete development of our bispecific antibody candidates and commercialize our products, if approved. If
we are unable to raise capital when needed, we could be forced to delay, reduce or eliminate our product development programs or commercialization
efforts.

We expect our expenses to increase in connection with our ongoing activities, particularly as we conduct the Phase 1/2 clinical trial of
MCLA-128 and the Phase 1 clinical trial of MCLA-117, and continue to research, develop and initiate clinical trials of MCLA-158 and our other bispecific
antibody candidates. In addition, if we obtain regulatory approval for any of our bispecific antibody candidates, we expect to incur significant
commercialization expenses related to product manufacturing, marketing, sales and distribution. Furthermore, we continue to incur additional costs associated
with operating as a public company. Accordingly, we will need to obtain substantial additional funding in connection with our continuing operations. If we
are unable to raise capital when needed or on attractive terms, we could be forced to delay, reduce or eliminate our research and development programs or any
future commercialization efforts.

Based on our current clinical development plans, we expect our existing cash and cash equivalents to last well into 2019. For this assessment, we
have taken into consideration the proceeds from the initial public offering of our common shares, which closed in May 2016, as well as the payments we have
received in 2017 under our collaboration agreement with Incyte Corporation. We have based this estimate on assumptions that may prove to be wrong, and we
could use our capital resources sooner than we currently expect. Our future capital requirements will depend on many factors, including:
 

 •  the cost, progress and results of the Phase 1/2 clinical trial of MCLA-128 and the Phase 1 clinical trial of MCLA-117;
 

 •  the success of our collaboration with Incyte Corporation, or Incyte, to develop bispecific antibodies candidates;
 

 •  the cost of manufacturing clinical supplies of our bispecific antibody candidates;
 

 •  the scope, progress, results and costs of pre-clinical development, laboratory testing and clinical trials for our other bispecific antibody
candidates, including MCLA-158;

 

 •  the costs, timing and outcome of regulatory review of any of our bispecific antibody candidates;
 

 •  the costs and timing of future commercialization activities, including manufacturing, marketing, sales and distribution, for any of our
bispecific antibody candidates for which we receive marketing approval;

 

 
•  the costs and timing of preparing, filing and prosecuting patent applications, maintaining and enforcing our intellectual property rights

and defending any intellectual property-related claims, including any claims by third parties that we are infringing upon their intellectual
property rights;

 

 •  the costs and timing of securing, maintaining and/or obtaining freedom to operate for our technologies and products;
 

 •  the revenue, if any, received from commercial sales of our bispecific antibody candidates for which we receive marketing approval;
 

 •  the effect of competing technological and market developments; and
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 •  the extent to which we acquire or invest in businesses, products and technologies, including our collaboration with Incyte and any other
licensing or collaboration arrangements for any of our bispecific antibody candidates.

We depend heavily on the success of our bispecific antibody candidates, and we cannot give any assurance that any of our bispecific antibody candidates
will receive regulatory approval, which is necessary before they can be commercialized. If we, Incyte, or any other strategic partners we may enter into
collaboration agreements with for the development and commercialization of our bispecific antibody candidates, are unable to commercialize our
bispecific antibody candidates, or experience significant delays in doing so, our business, financial condition and results of operations will be materially
adversely affected.

We have invested a significant portion of our efforts and financial resources in the development of bispecific antibody candidates using our
Biclonics technology platform. Our ability to generate royalty and product revenues, which we do not expect will occur for at least the next several years, if
ever, will depend heavily on the successful development and eventual commercialization of these bispecific antibody candidates, which may never occur. We
currently generate no revenues from sales of any products, and we may never be able to develop or commercialize a marketable product. Each of our
bispecific antibody candidates will require additional clinical development, management of clinical, pre-clinical and manufacturing activities, regulatory
approval in multiple jurisdictions, obtaining manufacturing supply, building of a commercial organization, substantial investment and significant marketing
efforts before we generate any revenues from product sales. We are not permitted to market or promote any of our bispecific antibody candidates before we
receive regulatory approval from the FDA, the EMA or comparable foreign regulatory authorities, and we may never receive such regulatory approval for any
of our bispecific antibody candidates. The success of our bispecific antibody candidates will depend on several factors, including the following:
 

 •  for bispecific antibody candidates which we may license to others, such as to Incyte, the successful efforts of those parties in completing
clinical trials of, receipt of regulatory approval for and commercialization of such bispecific antibody candidates;

 

 
•  for the bispecific antibody candidates to which we retain rights under a collaboration agreement, completion of pre-clinical studies and

clinical trials of, receipt of marketing approvals for, establishment of commercial manufacturing capabilities of and successful
commercialization of such bispecific antibody candidates; and

 

 
•  for all of our bispecific antibody candidates, if and when approved, acceptance of our bispecific antibody candidates by patients, the

medical community and third-party payors, effectively competing with other therapies, a continued acceptable safety profile following
approval and qualifying for, maintaining, enforcing and defending our intellectual property rights and claims.

If we or our collaborators, as applicable, do not achieve one or more of these factors in a timely manner or at all, we could experience significant
delays or an inability to successfully commercialize our bispecific antibody candidates, which would materially adversely affect our business, financial
condition and results of operations.

We have not previously submitted a Biologics License Application, or BLA, to the FDA, the EMA, or similar regulatory approval filings to
comparable foreign authorities, for any bispecific antibody candidate, and we cannot be certain that any of our bispecific antibody candidates will be
successful in clinical trials or receive regulatory approval. Further, our bispecific antibody candidates may not receive regulatory approval even if they are
successful in clinical trials. If we do not receive regulatory approvals for our bispecific antibody candidates, we may not be able to continue our operations.
Even if we successfully obtain regulatory approvals to market one or more of our bispecific antibody candidates, our revenues will be dependent, in part,
upon the size of the markets in the territories for which we gain regulatory approval and have commercial rights. If the markets for patient subsets that we are
targeting are not as significant as we estimate, we may not generate significant revenues from sales of such products, if approved.
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We plan to seek regulatory approval to commercialize our bispecific antibody candidates both in the United States, and the EU, and potentially in
additional foreign countries. While the scope of regulatory approval is similar in other countries, to obtain separate regulatory approval in many other
countries we must comply with numerous and varying regulatory requirements of such countries regarding safety and efficacy and governing, among other
things, clinical trials and commercial sales, pricing and distribution of our bispecific antibody candidates, and we cannot predict success in these jurisdictions.

The Biclonics technology platform is an unproven, novel approach to the production of molecules for therapeutic intervention.

We have not, nor to our knowledge has any other company, received regulatory approval for a therapeutic based on a full-length human
bispecific IgG approach. We cannot be certain that our approach will lead to the development of approvable or marketable products. In addition, our Biclonics
may have different effectiveness rates in various indications and in different geographical areas. Finally, the FDA, the EMA or other regulatory agencies may
lack experience in evaluating the safety and efficacy of products based on Biclonics therapeutics, which could result in a longer than expected regulatory
review process, increase our expected development costs and delay or prevent commercialization of our bispecific antibody candidates.

Our Biclonics technology platform relies on third parties for biological materials. Some biological materials have not always met our
expectations or requirements, and any disruption in the supply of these biological materials could materially adversely affect our business. Although we have
control processes and screening procedures, biological materials are susceptible to damage and contamination and may contain active pathogens. Improper
storage of these materials, by us or any third-party suppliers, may require us to destroy some of our raw materials or products.

Failure to successfully validate, develop and obtain regulatory approval for companion diagnostics could harm our development strategy.

We may seek to identify patient subsets within a disease category who may derive selective and meaningful benefit from the bispecific antibody
candidates we are developing. In collaboration with partners, we may develop companion diagnostics to help us to more accurately identify patients within a
particular subset, both during our clinical trials and in connection with the commercialization of our bispecific antibody candidates. Companion diagnostics
are subject to regulation by the FDA, the EU legislative bodies, and comparable foreign regulatory authorities as medical devices and typically require
separate regulatory approval prior to commercialization. We intend to develop companion diagnostics in collaboration with third parties and are dependent on
the scientific insights and sustained cooperation and effort of our third-party collaborators in developing and obtaining approval for these companion
diagnostics. We and our collaborators may encounter difficulties in developing and obtaining approval for the companion diagnostics, including issues
relating to selectivity/specificity, analytical validation, reproducibility or clinical validation. Any delay or failure by us or our collaborators to develop or
obtain regulatory approval of the companion diagnostics could delay or prevent approval of our bispecific antibody candidates. In addition, our collaborators
may encounter production difficulties that could constrain the supply of the companion diagnostics, and both they and we may have difficulties gaining
acceptance of the use of the companion diagnostics in the clinical community. If such companion diagnostics fail to gain market acceptance, it would have an
adverse effect on our ability to derive revenues from sales of our products. In addition, the diagnostic company with whom we contract may decide to
discontinue selling or manufacturing the companion diagnostic that we anticipate using in connection with development and commercialization of our
bispecific antibody candidates or our relationship with such diagnostic company may otherwise terminate. We may not be able to enter into arrangements
with another diagnostic company to obtain supplies of an alternative diagnostic test for use in connection with the development and commercialization of our
bispecific antibody candidates or do so on commercially reasonable terms, which could adversely affect and/or delay the development or commercialization
of our bispecific antibody candidates.
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Our limited operating history may make it difficult for you to evaluate the success of our business to date and to assess our future viability.

Since our inception in 2003, we have devoted a significant portion of our resources to developing MCLA-128, MCLA-117 and our other
bispecific antibody candidates, building our intellectual property portfolio, developing our supply chain, planning our business, raising capital and providing
general and administrative support for these operations. We commenced the Phase 1/2 clinical trial of MCLA-128, our lead bispecific antibody candidate, in
February 2015, and commenced the Phase 1 clinical trial of MCLA-117, our second bispecific antibody candidate, in May 2016, but have not completed any
clinical trials for any bispecific antibody candidate. We have not yet demonstrated our ability to successfully complete any Phase 1 clinical trial, Phase 2
clinical trial or any Phase 3 or other pivotal clinical trials, obtain regulatory approvals, manufacture a commercial scale product or arrange for a third party to
do so on our behalf or conduct sales and marketing activities necessary for successful product commercialization. Additionally, we expect our financial
condition and operating results to continue to fluctuate significantly from quarter to quarter and year to year due to a variety of factors, many of which are
beyond our control. Consequently, any predictions you make about our future success or viability may not be as accurate as they could be if we had a longer
operating history.

Raising additional capital may cause dilution to our holders, restrict our operations or require us to relinquish rights to our technologies or bispecific
antibody candidates.

Until such time, if ever, as we can generate substantial product revenues, we expect to finance our cash needs through public equity or debt
financing or other sources, and upfront and milestone payments, if any, received under our collaboration with Incyte and any other future licenses or
collaborations, together with our existing cash and cash equivalents. In order to accomplish our business objectives and further develop our product pipeline,
we will however need to seek additional funds and we may raise additional capital through the sale of equity or convertible debt securities. In such an event,
your ownership interest will be diluted, and the terms of these securities may include liquidation or other preferences that adversely affect your rights as a
holder of our common shares. Debt financing, if available, may involve agreements that include covenants limiting or restricting our ability to take specific
actions, such as incurring additional debt, making capital expenditures or declaring dividends.

If we raise additional funds through collaborations, strategic alliances or marketing, distribution or licensing arrangements with third parties, we
may have to relinquish valuable rights to our technologies, future revenue streams or bispecific antibody candidates or to grant licenses on terms that may not
be favorable to us. If we are unable to raise additional funds when needed, we may be required to delay, limit, reduce or terminate our product development or
future commercialization efforts or grant rights to develop and market bispecific antibody candidates that we would otherwise prefer to develop and market
ourselves.

Any additional fundraising efforts may divert our management from their day-to-day activities, which may adversely affect our ability to develop
and commercialize our bispecific antibody candidates. In addition, we cannot guarantee that future financing will be available in sufficient amounts or on
terms acceptable to us, if at all. Moreover, the terms of any financing may adversely affect the holdings or the rights of our shareholders and the issuance of
additional securities, whether equity or debt, by us, or the possibility of such issuance, may cause the market price of our common shares to decline. The sale
of additional equity or convertible securities would dilute all of our shareholders. The incurrence of indebtedness could result in increased fixed payment
obligations and we may be required to agree to certain restrictive covenants, such as limitations on our ability to incur additional debt, limitations on our
ability to acquire, sell or license intellectual property rights and other operating restrictions that could adversely impact our ability to conduct our business.
We could also be required to seek funds through arrangements with collaborators or others at an earlier stage than otherwise would be desirable and we may
be required to relinquish rights to some of our technologies or bispecific antibody candidates or otherwise agree to terms unfavorable to us, any of which may
have a material adverse effect on our business, operating results and prospects.
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If we are unable to obtain funding on a timely basis, we may be required to significantly curtail, delay or discontinue one or more of our research
or development programs or the commercialization of any of our bispecific antibody candidates, or be unable to expand our operations or otherwise capitalize
on our business opportunities, as desired, which could materially affect our business, financial condition and results of operations.

Our business may become subject to economic, political, regulatory and other risks associated with international operations

As a company based in the Netherlands, our business is subject to risks associated with conducting business internationally. Almost all of our
suppliers and collaborative and clinical trial relationships are located outside the United States. Accordingly, our future results could be harmed by a variety
of factors, including:
 

 •  economic weakness, including inflation, or political instability in particular, in non-U.S. economies and markets;
 

 •  differing regulatory requirements for drug approvals in non-U.S. countries;
 

 •  differing jurisdictions could present different issues for securing, maintaining and/or obtaining freedom to operate in such jurisdictions;
 

 •  potentially reduced protection for intellectual property rights;
 

 •  difficulties in compliance with non-U.S. laws and regulations;
 

 •  changes in non-U.S. regulations and customs, tariffs and trade barriers;
 

 •  changes in non-U.S. currency exchange rates of the euro and currency controls;
 

 •  changes in a specific country’s or region’s political or economic environment;
 

 •  trade protection measures, import or export licensing requirements or other restrictive actions by U.S. or non-U.S. governments;
 

 •  differing reimbursement regimes and price controls in certain non-U.S. markets;
 

 •  negative consequences from changes in tax laws;
 

 •  compliance with tax, employment, immigration and labor laws for employees living or traveling abroad;
 

 •  workforce uncertainty in countries where labor unrest is more common than in the United States;
 

 •  difficulties associated with staffing and managing international operations, including differing labor relations;
 

 •  production shortages resulting from any events affecting raw material supply or manufacturing capabilities abroad; and
 

 •  business interruptions resulting from geo-political actions, including war and terrorism, or natural disasters including earthquakes,
typhoons, floods and fires.
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Exchange rate fluctuations or abandonment of the euro currency may materially affect our results of operations and financial condition.

Due to the international scope of our operations, fluctuations in exchange rates, particularly between the euro and the U.S. dollar, may adversely
affect us. Although we are based in the Netherlands, we source research and development, manufacturing, consulting and other services from several
countries. Further, potential future revenue may be derived from abroad, particularly from the United States. Additionally our funding has mainly come from
the United States. As a result, our business and share price may be affected by fluctuations in foreign exchange rates between the euro and these other
currencies, which may also have a significant impact on our reported results of operations and cash flows from period to period. Currently, we do not have
any exchange rate hedging arrangements in place.

In addition, the possible abandonment of the euro by one or more members of the EU could materially affect our business in the future. Despite
measures taken by the EU to provide funding to certain EU member states in financial difficulties and by a number of European countries to stabilize their
economies and reduce their debt burdens, it is possible that the euro could be abandoned in the future as a currency by countries that have adopted its use.
This could lead to the re-introduction of individual currencies in one or more EU member states, or in more extreme circumstances, the dissolution of the EU.
The effects on our business of a potential dissolution of the EU, the exit of one or more EU member states from the EU or the abandonment of the euro as a
currency, are impossible to predict with certainty, and any such events could have a material adverse effect on our business, financial condition and results of
operations.

 
1.3.2 Risks Related to the Development and Clinical Testing of Our Bispecific Antibody Candidates

All of our bispecific antibody candidates are in pre-clinical or early-stage clinical development. Clinical drug development is a lengthy and expensive
process with uncertain timelines and uncertain outcomes. If clinical trials of our bispecific antibody candidates, particularly MCLA-128 and MCLA-117,
are prolonged or delayed, we or our collaborators may be unable to obtain required regulatory approvals, and therefore be unable to commercialize our
bispecific antibody candidates on a timely basis or at all.

To obtain the requisite regulatory approvals to market and sell any of our bispecific antibody candidates, we or our collaborator for such
candidates must demonstrate through extensive pre-clinical studies and clinical trials that our products are safe and effective in humans. Clinical testing is
expensive and can take many years to complete, and its outcome is inherently uncertain. Failure can occur at any time during the clinical trial process. The
results of pre-clinical studies and early-stage clinical trials of our bispecific antibody candidates may not be predictive of the results of later-stage clinical
trials. Bispecific antibody candidates in later stages of clinical trials may fail to show the desired safety and efficacy traits despite having progressed through
pre-clinical studies and initial clinical trials. A number of companies in the biopharmaceutical industry have suffered significant setbacks in advanced clinical
trials due to lack of efficacy or adverse safety profiles, notwithstanding promising results in earlier trials. Our future clinical trial results may not be
successful.

To date, we have not completed any clinical trials required for the approval of any of our bispecific antibody candidates. Although we initiated a
Phase 1/2 clinical trial of MCLA-128 in February 2015 and a Phase 1 clinical trial of MCLA-117 in May 2016, and we are planning to initiate clinical trials
for our other bispecific antibody candidates, we may experience delays in our ongoing clinical trials and we do not know whether planned clinical trials will
begin on time, need to be redesigned, enroll patients on time or be completed on schedule, if at all. Clinical trials can be delayed, suspended, or terminated for
a variety of reasons, including the following:
 

 •  delays in or failure to reach agreement on acceptable terms with prospective contract research organizations, or CROs, and clinical trial
sites, the terms of which can be subject to extensive negotiation and may vary significantly among different CROs and trial sites;

 

 •  delays in establishing the appropriate dosage levels in clinical trials;
 

 •  delays in or failure to recruit suitable patients to participate in a trial;
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 •  the difficulty in certain countries in identifying the sub-populations that we are trying to treat in a particular trial, which may delay
enrolment and reduce the power of a clinical trial to detect statistically significant results;

 

 •  lower than anticipated retention rates of patients and volunteers in clinical trials;
 

 •  failure to have patients complete a trial or return for post-treatment follow-up;
 

 •  clinical sites deviating from trial protocol or dropping out of a trial;
 

 •  adding new clinical trial sites;
 

 •  safety or tolerability concerns could cause us or our collaborators, as applicable, to suspend or terminate a trial if we or our collaborators
find that the participants are being exposed to unacceptable health risks;

 

 •  delays in or failure to obtain regulatory approval to commence a trial;
 

 •  delays in or failure to obtain institutional review board, or IRB, approval at each site;
 

 •  our third-party research contractors failing to comply with regulatory requirements or meet their contractual obligations to us in a timely
manner, or at all;

 

 •  changes in regulatory requirements, policies and guidelines;
 

 •  manufacturing sufficient quantities of bispecific antibody candidate for use in clinical trials;
 

 •  the quality or stability of the bispecific antibody candidate falling below acceptable standards;
 

 •  changes in the treatment landscape for our target indications that may make our bispecific antibody candidates no longer relevant;
 

 •  third party actions claiming infringement by our bispecific antibody candidates in clinical trials outside of the United States and obtaining
injunctions interfering with our progress; and

 

 •  business interruptions resulting from geo-political actions, including war and terrorism, or natural disasters including earthquakes,
typhoons, floods and fires.
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We could encounter delays if a clinical trial is suspended or terminated by us, by the IRBs or Ethics Committees of the institutions in which such
trials are being conducted, by the Data Review Committee or Data    Safety Monitoring Board for such trial or by the FDA, the Competent Authorities of the
EEA Member States (the 28 EU Member States plus Iceland, Liechtenstein and Norway) or other regulatory authorities. Such authorities may impose such a
suspension or termination due to a number of factors, including failure to conduct the clinical trial in accordance with regulatory requirements or our clinical
protocols, inspection of the clinical trial operations or trial site by the FDA, EEA competent Authorities or other regulatory authorities resulting in the
imposition of a clinical hold, unforeseen safety issues or adverse side effects, failure to demonstrate a benefit from using a drug, changes in governmental
regulations or administrative actions or lack of adequate funding to continue the clinical trial. If we experience delays in the completion of, or termination of,
any clinical trial of our bispecific antibody candidates, the commercial prospects of our bispecific antibody candidates will be harmed, and our ability to
generate product revenues from any of these bispecific antibody candidates will be delayed. In addition, any delays in completing our clinical trials will
increase our costs, slow down our bispecific antibody candidate development and approval process and jeopardize our ability to commence product sales and
generate revenues. Significant clinical trial delays could also allow our competitors to bring products to market before we do or shorten any periods during
which we have the exclusive right to commercialize our bispecific antibody candidates and impair our ability to commercialize our bispecific antibody
candidates and may harm our business and results of operations.

Any of these occurrences may harm our business, financial condition and prospects significantly. In addition, many of the factors that cause, or
lead to, a delay in the commencement or completion of clinical trials may also ultimately lead to the denial of regulatory approval of our bispecific antibody
candidates.

Clinical trials must be conducted in accordance with the FDA, the EU and other applicable regulatory authorities’ legal requirements, regulations
or guidelines, and are subject to oversight by these governmental agencies and Ethics Committees or IRBs at the medical institutions where the clinical trials
are conducted. In addition, clinical trials must be conducted with supplies of our bispecific antibody candidates produced under current good manufacturing
practice, or cGMP, requirements and other regulations. Furthermore, we rely on CROs and clinical trial sites to ensure the proper and timely conduct of our
clinical trials and while we have agreements governing their committed activities, we have limited influence over their actual performance. We depend on our
collaborators and on medical institutions and CROs to conduct our clinical trials in compliance with Good Clinical Practice, or GCP, requirements. To the
extent our collaborators or the CROs fail to enroll participants for our clinical trials, fail to conduct the study to GCP standards or are delayed for a significant
time in the execution of trials, including achieving full enrollment, we may be affected by increased costs, program delays or both, which may harm our
business. In addition, clinical trials that are conducted in countries outside the EU and the United States may subject us to further delays and expenses as a
result of increased shipment costs, additional regulatory requirements and the engagement of non-EU and non-U.S. CROs, as well as expose us to risks
associated with clinical investigators who are unknown to the FDA or the EMA, and different standards of diagnosis, screening and medical care.

Our bispecific antibody candidates may have serious adverse, undesirable or unacceptable side effects which may delay or prevent marketing approval. If
such side effects are identified during the development of our bispecific antibody candidates or following approval, if any, we may need to abandon our
development of such bispecific antibody candidates, the commercial profile of any approved label may be limited, or we may be subject to other significant
negative consequences following marketing approval, if any.

Undesirable side effects that may be caused by our bispecific antibody candidates could cause us or regulatory authorities to interrupt, delay or
halt clinical trials and could result in a more restrictive label or the delay or denial of regulatory approval by the FDA, the EMA or other comparable foreign
authorities. In February 2015, we commenced a Phase 1/2 clinical trial in Europe of our lead bispecific antibody candidate, MCLA-128, for the treatment of
various solid tumors. To date, patients treated with MCLA-128 have experienced mild to moderate adverse reactions that may be related to the treatment,
including infusion-related reactions, diarrhea, vomiting, fatigue, skin rash, sore mouth and shortness of breath. There have been two serious adverse events in
the Phase 1/2 clinical trial of MCLA-128, reported as infusion-related reactions one of which was readily reversible and the other, an allergic reaction, which
resulted in death in a patient with significant underlying comorbidities. Patients treated with our bispecific antibody candidates require pre-treatment with
corticosteroids to mitigate potential side effects.
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In May 2016, we commenced a Phase 1 clinical trial in Europe of our bispecific antibody MCLA-117. To date, in this ongoing clinical study in patients with
acute myeloid leukemia, no serious adverse events have been reported attributed to the drug. Results of our trials could reveal a high and unacceptable
severity and prevalence of these or other side effects. In such an event, our trials could be suspended or terminated and the FDA, the EMA, EEA Competent
Authorities, or comparable foreign regulatory authorities could order us to cease further development of or deny approval of our bispecific antibody
candidates for any or all targeted indications. The drug-related side effects could affect patient recruitment or the ability of enrolled patients to complete the
trial or result in potential product liability claims. Any of these occurrences may harm our business, financial condition and prospects significantly.
Additionally, if any of our bispecific antibody candidates receives marketing approval and we or others later identify undesirable or unacceptable side effects
caused by such products, a number of potentially significant negative consequences could result, including:
 

 •  regulatory authorities may withdraw approvals of such products and require us to take our approved product off the market;
 

 •  regulatory authorities may require the addition of labeling statements, specific warnings, a contraindication or field alerts to physicians
and pharmacies;

 

 •  regulatory authorities may require a medication guide outlining the risks of such side effects for distribution to patients, or that we
implement a risk evaluation and mitigation strategy, or REMS, plan to ensure that the benefits of the product outweigh its risks;

 

 •  we may be required to change the way the product is administered, conduct additional clinical trials or change the labeling of the product;
 

 •  we may be subject to limitations on how we may promote the product;
 

 •  sales of the product may decrease significantly;
 

 •  we may be subject to litigation or product liability claims; and
 

 •  our reputation may suffer.

Any of these events could prevent us, our collaborators or our potential future partners from achieving or maintaining market acceptance of the
affected product or could substantially increase commercialization costs and expenses, which in turn could delay or prevent us from generating significant
revenue from the sale of our products.

Adverse events in the field of oncology could damage public perception of our bispecific antibody candidates and negatively affect our business.

The commercial success of our products will depend in part on public acceptance of the use of cancer immunotherapies. Adverse events in
clinical trials of our bispecific antibody candidates or in clinical trials of others developing similar products and the resulting publicity, as well as any other
adverse events in the field of oncology that may occur in the future, could result in a decrease in demand for any products that we may develop.

Future adverse events in immuno-oncology or the biopharmaceutical industry could also result in greater governmental regulation, stricter
labeling requirements and potential regulatory delays in the testing or approvals of our products. Any increased scrutiny could delay or increase the costs of
obtaining regulatory approval for our bispecific antibody candidates.

We depend on enrollment of patients in our clinical trials for our bispecific antibody candidates. If we are unable to enroll patients in our clinical trials,
our research and development efforts and business, financial condition and results of operations could be materially adversely affected.

Successful and timely completion of clinical trials will require that we enroll a sufficient number of patient candidates. In the Phase 1 clinical
trial of MCLA-128 that we commenced in February 2015, we plan to enroll up to 200 patients with various solid tumors that are relapsed or refractory to at
least one prior regimen of available standard treatment or for whom no curative therapy is available. In the Phase 1 clinical trial of MCLA-117 that
commenced in May 2016, we plan to enroll up to 50 adult patients with AML. Trials may be subject to delays as a result of patient enrollment taking longer
than anticipated or patient withdrawal.
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Patient enrollment depends on many factors, including the size and nature of the patient population, eligibility criteria for the trial, the proximity
of patients to clinical sites, the design of the clinical protocol, the availability of competing clinical trials, the availability of new drugs approved for the
indication the clinical trial is investigating, and clinicians’ and patients’ perceptions as to the potential advantages of the drug being studied in relation to other
available therapies. These factors may make it difficult for us to enroll enough patients to complete our clinical trials in a timely and cost-effective manner.
Delays in the completion of any clinical trial of our bispecific antibody candidates will increase our costs, slow down our bispecific antibody candidate
development and approval process and delay or potentially jeopardize our ability to commence product sales and generate revenue. In addition, some of the
factors that cause, or lead to, a delay in the commencement or completion of clinical trials may also ultimately lead to the denial of regulatory approval of our
bispecific antibody candidates.

We may become exposed to costly and damaging liability claims, either when testing our bispecific antibody candidates in the clinic or at the commercial
stage; and our product liability insurance may not cover all damages from such claims.

We are exposed to potential product liability and professional indemnity risks that are inherent in the research, development, manufacturing,
marketing and use of pharmaceutical products. Currently, we have no products that have been approved for commercial sale; however, the current and future
use of bispecific antibody candidates by us and our corporate collaborators in clinical trials, and the sale of any approved products in the future, may expose
us to liability claims. These claims might be made by patients that use the product, healthcare providers, pharmaceutical companies, our corporate
collaborators or others selling such products. Any claims against us, regardless of their merit, could be difficult and costly to defend and could materially
adversely affect the market for our bispecific antibody candidates or any prospects for commercialization of our bispecific antibody candidates.

Although the clinical trial process is designed to identify and assess potential side effects, it is always possible that a drug, even after regulatory
approval, may exhibit unforeseen side effects. If any of our bispecific antibody candidates were to cause adverse side effects during clinical trials or after
approval of the bispecific antibody candidate, we may be exposed to substantial liabilities. Physicians and patients may not comply with any warnings that
identify known potential adverse effects and patients who should not use our bispecific antibody candidates.

Although we maintain adequate product liability insurance for our bispecific antibody candidates, it is possible that our liabilities could exceed
our insurance coverage. We intend to expand our insurance coverage to include the sale of commercial products if we obtain marketing approval for any of
our bispecific antibody candidates. However, we may not be able to maintain insurance coverage at a reasonable cost or obtain insurance coverage that will be
adequate to satisfy any liability that may arise. If a successful product liability claim or series of claims is brought against us for uninsured liabilities or in
excess of insured liabilities, our assets may not be sufficient to cover such claims and our business operations could be impaired.

Should any of the events described above occur, this could have a material adverse effect on our business, financial condition and results of
operations.

The regulatory approval processes of the FDA, the EMA and comparable foreign authorities are lengthy, time consuming and inherently unpredictable,
and if we are ultimately unable to obtain regulatory approval for our bispecific antibody candidates, our business will be substantially harmed.

The time required to obtain approval by the FDA, the EMA and comparable foreign authorities is unpredictable but typically takes many years
following the commencement of clinical trials and depends upon numerous factors, including the substantial discretion of the regulatory authorities. In
addition, approval policies, regulations, or the type and amount of clinical data necessary to gain approval may change during the course of a bispecific
antibody candidate’s clinical development and may vary among jurisdictions. We have not obtained regulatory approval for any bispecific antibody candidate
and it is possible that none of our existing bispecific antibody candidates or any bispecific antibody candidates we may seek to develop in the future will ever
obtain regulatory approval.
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Our bispecific antibody candidates could fail to receive regulatory approval for many reasons, including the following:
 

 •  the FDA, the EMA or comparable foreign regulatory authorities may disagree with the design or implementation of our clinical trials;
 

 •  we may be unable to demonstrate to the satisfaction of the FDA, the EMA or comparable foreign regulatory authorities that a bispecific
antibody candidate is safe and effective for its proposed indication;

 

 •  the results of clinical trials may not meet the level of statistical significance required by the FDA, the EMA or comparable foreign
regulatory authorities for approval;

 

 •  we may be unable to demonstrate that a bispecific antibody candidate’s clinical and other benefits outweigh its safety risks;
 

 •  the FDA, the EMA or comparable foreign regulatory authorities may disagree with our interpretation of data from pre-clinical studies or
clinical trials;

 

 •  the data collected from clinical trials of our bispecific antibody candidates may not be sufficient to support the submission of a BLA or
other submission or to obtain regulatory approval in the United States, the EU or elsewhere;

 

 •  the FDA, the EMA or comparable foreign regulatory authorities may fail to approve the manufacturing processes or facilities of third-
party manufacturers with which we contract for clinical and commercial supplies;

 

 •  the FDA, the EMA or comparable foreign regulatory authorities may fail to approve the companion diagnostics we contemplate
developing with collaborators; and

 

 •  the approval policies or regulations of the FDA, the EMA or comparable foreign regulatory authorities may significantly change in a
manner rendering our clinical data insufficient for approval.

This lengthy approval process as well as the unpredictability of future clinical trial results may result in our failing to obtain regulatory approval
to market any of our bispecific antibody candidates, which would significantly harm our business, results of operations and prospects. The FDA, the EMA
and other regulatory authorities have substantial discretion in the approval process, and determining when or whether regulatory approval will be obtained for
any of our bispecific antibody candidates. Even if we believe the data collected from clinical trials of our bispecific antibody candidates are promising, such
data may not be sufficient to support approval by the FDA, the EMA or any other regulatory authority.

In addition, even if we were to obtain approval, regulatory authorities may approve any of our bispecific antibody candidates for fewer or more
limited indications than we request, may not approve the price we intend to charge for our products, may grant approval contingent on the performance of
costly post-marketing clinical trials, or may approve a bispecific antibody candidate with a label that does not include the labeling claims necessary or
desirable for the successful commercialization of that bispecific antibody candidate. Any of the foregoing scenarios could materially harm the commercial
prospects for our bispecific antibody candidates.
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Even if our bispecific antibody candidates obtain regulatory approval, we will be subject to ongoing obligations and continued regulatory review, which
may result in significant additional expense. Additionally, our bispecific antibody candidates, if approved, could be subject to labeling and other
restrictions and market withdrawal and we may be subject to penalties if we fail to comply with regulatory requirements or experience unanticipated
problems with our products.

If the FDA, the EMA or a comparable foreign regulatory authority approves any of our bispecific antibody candidates, the manufacturing
processes, labeling, packaging, distribution, adverse event reporting, storage, advertising, promotion and recordkeeping for the product will be subject to
extensive and ongoing regulatory requirements. These requirements include submissions of safety and other post-marketing information and reports,
registration, as well as continued compliance with cGMPs and GCPs for any clinical trials that we conduct post-approval, all of which may result in
significant expense and limit our ability to commercialize such products. In addition, any regulatory approvals that we receive for our bispecific antibody
candidates may also be subject to limitations on the approved indicated uses for which the product may be marketed or to the conditions of approval, or
contain requirements for potentially costly post-marketing testing, including Phase 4 clinical trials, and surveillance to monitor the safety and efficacy of the
bispecific antibody candidate.

If there are changes in the application of legislation or regulatory policies, or if problems are discovered with a product or our manufacture of a
product, or if we or one of our distributors, licensees or co-marketers fails to comply with regulatory requirements, the regulators could take various actions.
These include imposing fines on us, imposing restrictions on the product or its manufacture and requiring us to recall or remove the product from the market.
The regulators could also suspend or withdraw our marketing authorizations, requiring us to conduct additional clinical trials, change our product labeling or
submit additional applications for marketing authorization. If any of these events occurs, our ability to sell such product may be impaired, and we may incur
substantial additional expense to comply with regulatory requirements, which could materially adversely affect our business, financial condition and results of
operations.

We may not be successful in our efforts to use and expand our technology platform to build a pipeline of bispecific antibody candidates.

A key element of our strategy is to use and expand our Biclonics technology platform to build a pipeline of bispecific antibody candidates and
progress these bispecific antibody candidates through clinical development for the treatment of a variety of different types of diseases. Although our research
and development efforts to date have resulted in a pipeline of bispecific antibody candidates directed at various cancers, we may not be able to develop
bispecific antibody candidates that are safe and effective. Even if we are successful in continuing to build our pipeline, the potential bispecific antibody
candidates that we identify may not be suitable for clinical development, including as a result of being shown to have harmful side effects or other
characteristics that indicate that they are unlikely to be products that will receive marketing approval and achieve market acceptance. If we do not continue to
successfully develop and begin to commercialize bispecific antibody candidates, we will face difficulty in obtaining product revenues in future periods, which
could result in significant harm to our financial position and adversely affect our share price.

Even if we obtain marketing approval of any of our bispecific antibody candidates in a major pharmaceutical market such as the United States or the EU,
we may never obtain approval or commercialize our products in other major markets, which would limit our ability to realize their full market potential.

In order to market any products in a country or territory, we must establish and comply with numerous and varying regulatory requirements of
such countries or territories regarding safety and efficacy. Clinical trials conducted in one country may not be accepted by regulatory authorities in other
countries, and regulatory approval in one country does not mean that regulatory approval will be obtained in any other country. Approval procedures vary
among countries and can involve additional product testing and validation and additional administrative review periods. Seeking regulatory approvals in all
major markets could result in significant delays, difficulties and costs for us and may require additional pre-clinical studies or clinical trials which would be
costly and time consuming. Regulatory requirements can vary widely from country to country and could delay or prevent the introduction of our products in
those countries. Satisfying these and other regulatory requirements is costly, time consuming, uncertain
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and subject to unanticipated delays. In addition, our failure to obtain regulatory approval in any country may delay or have negative effects on the process for
regulatory approval in other countries. We currently do not have any bispecific antibody candidates approved for sale in any jurisdiction, whether in the
Netherlands, the United States or any other international markets, and we do not have experience in obtaining regulatory approval in international markets. If
we fail to comply with regulatory requirements in international markets or to obtain and maintain required approvals, our target market will be reduced and
our ability to realize the full market potential of our products will be harmed.

Due to our limited resources and access to capital, we must, and have in the past decided to, prioritize development of certain bispecific antibody
candidates over other potential candidates. These decisions may prove to have been wrong and may adversely affect our revenues.

Because we have limited resources and access to capital to fund our operations, we must decide which bispecific antibody candidates to pursue
and the amount of resources to allocate to each. Our decisions concerning the allocation of research, collaboration, management and financial resources
toward particular compounds, bispecific antibody candidates or therapeutic areas may not lead to the development of viable commercial products and may
divert resources away from better opportunities. Similarly, our decisions to delay, terminate or collaborate with third parties in respect of certain product
development programs may also prove not to be optimal and could cause us to miss valuable opportunities. If we make incorrect determinations regarding the
market potential of our bispecific antibody candidates or misread trends in the biopharmaceutical industry, in particular for our lead bispecific antibody
candidates, our business, financial condition and results of operations could be materially adversely affected.

Because we are subject to environmental, health and safety laws and regulations, we may become exposed to liability and substantial expenses in
connection with environmental compliance or remediation activities which may adversely affect our business and financial condition.

Our operations, including our research, development, testing and manufacturing activities, are subject to numerous environmental, health and
safety laws and regulations. These laws and regulations govern, among other things, the controlled use, handling, release and disposal of, and the maintenance
of a registry for, hazardous materials and biological materials, such as chemical solvents, human cells, carcinogenic compounds, mutagenic compounds and
compounds that have a toxic effect on reproduction, laboratory procedures and exposure to blood-borne pathogens. If we fail to comply with such laws and
regulations, we could be subject to fines or other sanctions.

As with other companies engaged in activities similar to ours, we face a risk of environmental liability inherent in our current and historical
activities, including liability relating to releases of or exposure to hazardous or biological materials. Environmental, health and safety laws and regulations are
becoming more stringent. We may be required to incur substantial expenses in connection with future environmental compliance or remediation activities, in
which case, our production and development efforts may be interrupted or delayed and our financial condition and results of operations may be materially
adversely affected.

Our employees, independent contractors, principal investigators, CROs, consultants, vendors and collaboration partners may engage in misconduct or
other improper activities, including noncompliance with regulatory standards and requirements, which could have a material adverse effect on our
business.

We are exposed to the risk that our employees, independent contractors, principal investigators, CROs, consultants, vendors and collaboration
partners may engage in fraudulent conduct or other illegal activities. Misconduct by these parties could include intentional, reckless and/or negligent conduct
or unauthorized activities that violate: (i) the regulations of the FDA, the EMA and other regulatory authorities, including those laws that require the reporting
of true, complete and accurate information to such authorities; (ii) manufacturing standards; (iii) federal and state data privacy, security, fraud and abuse and
other healthcare laws and regulations in the United States and abroad; or (iv) laws that require the reporting of true, complete and accurate financial
information and data. Specifically, sales, marketing and business arrangements in the healthcare industry are subject to extensive laws and regulations
intended to prevent fraud, misconduct, kickbacks, self-dealing and other abusive practices. These laws and regulations may restrict or prohibit a wide range of
pricing, discounting, marketing and promotion,
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sales commission, customer incentive programs and other business arrangements. Activities subject to these laws could also involve the improper use or
misrepresentation of information obtained in the course of clinical trials or creating fraudulent data in our pre-clinical studies or clinical trials, which could
result in regulatory sanctions and cause serious harm to our reputation. It is not always possible to identify and deter misconduct by employees and other third
parties, and the precautions we take to detect and prevent this activity may not be effective in controlling unknown or unmanaged risks or losses or in
protecting us from governmental investigations or other actions or lawsuits stemming from a failure to comply with such laws or regulations. Additionally, we
are subject to the risk that a person or government could allege such fraud or other misconduct, even if none occurred. If any such actions are instituted
against us, and we are not successful in defending ourselves or asserting our rights, those actions could have a significant impact on our business and results
of operations, including the imposition of significant civil, criminal and administrative penalties, damages, monetary fines, disgorgements, possible exclusion
from participation in Medicare, Medicaid and other U.S. federal healthcare programs, individual imprisonment, other sanctions, contractual damages,
reputational harm, diminished profits and future earnings, and curtailment of our operations, any of which could adversely affect our ability to operate our
business and our results of operations.

Our research and development activities could be affected or delayed as a result of possible restrictions on animal testing.

Certain laws and regulations require us to test our bispecific antibody candidates on animals before initiating clinical trials involving humans.
Animal testing activities have been the subject of controversy and adverse publicity. Animal rights groups and other organizations and individuals have
attempted to stop animal testing activities by pressing for legislation and regulation in these areas and by disrupting these activities through protests and other
means. To the extent the activities of these groups are successful, our research and development activities may be interrupted, delayed or become more
expensive.

 
1.3.3 Risks Related to Regulatory Approval of Our Bispecific Antibody Candidates

Enacted and future legislation may increase the difficulty and cost for us to obtain marketing approval of and commercialize our bispecific antibody
candidates and may affect the prices we may set. The successful commercialization of our bispecific antibody candidates will depend in part on the extent
to which governmental authorities and health insurers establish adequate coverage and reimbursement levels and pricing policies.

In the United States, the EU, and other foreign jurisdictions, there have been, and we expect there will continue to be, a number of legislative and
regulatory changes and proposed changes to the healthcare system that could affect our future results of operations. In particular, there have been and continue
to be a number of initiatives at the United States federal and state levels that seek to reduce healthcare costs and improve the quality of healthcare. For
example, in March 2010, the Patient Protection and Affordable Care Act, as amended by the Health Care and Education Reconciliation Act, or collectively
the ACA, was enacted, which substantially changes the way healthcare is financed by both governmental and private insurers. Among the provisions of the
ACA, those of greatest importance to the pharmaceutical and biotechnology industries include the following:
 

 •  an annual, non-deductible fee on any entity that manufactures or imports certain branded prescription drugs and biologic agents, which is
apportioned among these entities according to their market share in certain government healthcare programs;

 

 
•  a new Medicare Part D coverage gap discount program, in which manufacturers must agree to offer 50% point-of-sale discounts off

negotiated prices of applicable brand drugs to eligible beneficiaries during their coverage gap period, as a condition for the
manufacturer’s outpatient drugs to be covered under Medicare Part D;

 

 
•  new requirements to report certain financial arrangements with physicians and certain others, including reporting “transfers of value”

made or distributed to prescribers and other healthcare providers and reporting investment interests held by physicians and their
immediate family members;
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 •  an increase in the statutory minimum rebates a manufacturer must pay under the Medicaid Drug Rebate Program to 23.1% and 13.0% of
the average manufacturer price for branded and generic drugs, respectively;

 

 •  a new methodology by which rebates owed by manufacturers under the Medicaid Drug Rebate Program are calculated for drugs that are
inhaled, infused, instilled, implanted or injected;

 

 •  extension of a manufacturer’s Medicaid rebate liability to covered drugs dispensed to individuals who are enrolled in Medicaid managed
care organizations;

 

 
•  expansion of eligibility criteria for Medicaid programs by, among other things, allowing states to offer Medicaid coverage to certain

individuals with income at or below 133% of the federal poverty level, thereby potentially increasing a manufacturer’s Medicaid rebate
liability;

 

 •  expansion of the entities eligible for discounts under the Public Health Service pharmaceutical pricing program;
 

 •  a new Patient-Centered Outcomes Research Institute to oversee, identify priorities in, and conduct comparative clinical effectiveness
research, along with funding for such research;

 

 
•  creation of the Independent Payment Advisory Board which has authority to recommend certain changes to the Medicare program that

could result in reduced payments for prescription drugs and those recommendations could have the effect of law unless overruled by a
supermajority vote of Congress; and

 

 •  establishment of a Center for Medicare Innovation at the Centers for Medicare & Medicaid Services, or CMS, to test innovative payment
and service delivery models to lower Medicare and Medicaid spending, potentially including prescription drug spending.

In addition, other legislative changes have been proposed and adopted in the United States since the ACA was enacted. On August 2, 2011, the
Budget Control Act of 2011, among other things, created measures for spending reductions by Congress. A Joint Select Committee on Deficit Reduction,
tasked with recommending a targeted deficit reduction of at least $1.2 trillion for the years 2013 through 2021, was unable to reach required goals, thereby
triggering the legislation’s automatic reduction to several government programs. This includes aggregate reductions of Medicare payments to providers of 2%
per fiscal year. These reductions went into effect on April 1, 2013 and, due to subsequent legislative amendments to the statute will remain in effect through
2025 unless additional Congressional action is taken. On January 2, 2013, the American Taxpayer Relief Act of 2012 was signed into law, which, among
other things, further reduced Medicare payments to several types of providers, including hospitals, imaging centers and cancer treatment centers, and
increased the statute of limitations period for the government to recover overpayments to providers from three to five years. These new laws may result in
additional reductions in Medicare and other health care funding, which could have a material adverse effect on our customers and accordingly, our financial
operations.

Moreover, payment methodologies, including payment for companion diagnostics, may be subject to changes in healthcare legislation and
regulatory initiatives. For example, CMS began bundling the Medicare payments for certain laboratory tests ordered while a patient received services in a
hospital outpatient setting and, beginning in 2018, CMS will pay for clinical laboratory services based on a weighted average of reported prices that private
payors, Medicare Advantage plans, and Medicaid Managed Care plans pay for laboratory services. In addition, recently there has been heightened
governmental scrutiny over the manner in which manufacturers set prices for their marketed products, which has resulted in several Congressional inquiries
and proposed bills designed to, among other things, bring more transparency to product pricing, review the relationship between pricing and manufacturer
patient programs, and reform government program reimbursement methodologies for drug products. For example, the 21st Century Cures Act changed the
reimbursement methodology for infusion drugs and biologics furnished through durable medical equipment in an attempt to remedy over- and underpayment
of certain products. We expect that additional U.S. federal healthcare reform measures will be adopted in the future, any of which could limit the amounts that
the U.S. federal government will pay for healthcare products and services, which could result in reduced demand for our bispecific antibody candidates or
additional pricing pressures.
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Individual states in the United States have also become increasingly aggressive in passing legislation and implementing regulations designed to
control pharmaceutical and biological product pricing, including price or patient reimbursement constraints, discounts, restrictions on certain product access
and marketing cost disclosure and transparency measures, and, in some cases, designed to encourage importation from other countries and bulk purchasing.
Legally mandated price controls on payment amounts by third-party payors or other restrictions could harm our business, results of operations, financial
condition and prospects. In addition, regional healthcare authorities and individual hospitals are increasingly using bidding procedures to determine what
pharmaceutical products and which suppliers will be included in their prescription drug and other healthcare programs. This could reduce the ultimate
demand for our products or put pressure on our product pricing, which could negatively affect our business, results of operations, financial condition and
prospects.

In the EU, similar political, economic and regulatory developments may affect our ability to profitably commercialize our current or any future
products. In addition to continuing pressure on prices and cost containment measures, legislative developments at the EU or member state level may result in
significant additional requirements or obstacles that may increase our operating costs. The delivery of healthcare in the EU, including the establishment and
operation of health services and the pricing and reimbursement of medicines, is almost exclusively a matter for national, rather than EU, law and policy.
National governments and health service providers have different priorities and approaches to the delivery of health care and the pricing and reimbursement
of products in that context. In general, however, the healthcare budgetary constraints in most EU member states have resulted in restrictions on the pricing
and reimbursement of medicines by relevant health service providers. Coupled with ever-increasing EU and national regulatory burdens on those wishing to
develop and market products, this could prevent or delay marketing approval of our bispecific antibody candidates, restrict or regulate post-approval activities
and affect our ability to commercialize any products for which we obtain marketing approval. In international markets, reimbursement and healthcare
payment systems vary significantly by country, and many countries have instituted price ceilings on specific products and therapies.

The policies of the FDA or similar regulatory authorities may change and additional government regulations may be enacted that could prevent,
limit or delay regulatory approval of our product candidates. For example, in December 2016, the 21st Century Cures Act, or Cures Act, was signed into law.
The Cures Act, among other things, is intended to modernize the regulation of drugs and biologics and spur innovation, but it has not yet been implemented
and its ultimate implementation is unclear. If we or our collaborators are slow or unable to adapt to changes in existing requirements or the adoption of new
requirements or policies, or if we or our collaborators are not able to maintain regulatory compliance, our bispecific antibody candidates may lose any
regulatory approval that may have been obtained and we may not achieve or sustain profitability, which would adversely affect our business.

We cannot predict the likelihood, nature or extent of government regulation that may arise from future legislation or administrative action, either
in the United States or abroad. For example, certain policies of the current presidential administration may impact our business and industry. Namely, the
current presidential administration has taken several executive actions, including the issuance of a number of Executive Orders, that could impose significant
burdens on, or otherwise materially delay, FDA’s ability to engage in routine regulatory and oversight activities such as implementing statutes through
rulemaking, issuance of guidance, and review and approval of marketing applications. Notably, on January 30, 2017, an executive order was issued,
applicable to all executive agencies, including the FDA, that requires that for each notice of proposed rulemaking or final regulation to be issued in fiscal year
2017, the agency shall identify at least two existing regulations to be repealed, unless prohibited by law. These requirements are referred to as the
“two-for-one” provisions. This Executive Order includes a budget neutrality provision that requires the total incremental cost of all new regulations in the
2017 fiscal year, including repealed regulations, to be no greater than zero, except in limited circumstances. For fiscal years 2018 and beyond, the Executive
Order requires agencies to identify regulations to offset any incremental cost of a new regulation and approximate the total costs or savings associated with
each new regulation or repealed regulation. In interim guidance issued by the Office of Information and Regulatory Affairs within OMB on February 2, 2017,
the administration indicates that the “two-for-one” provisions may apply not only to agency regulations, but also to significant agency guidance documents.
Moreover, on February 24, 2017, an Executive Order was issued requiring each agency to designate a regulatory reform officer and create a regulatory reform
task force to evaluate existing regulations and make recommendations regarding their repeal, replacement, or modification. It is difficult to predict how these
requirements will be implemented, and the extent to which they will impact the FDA’s ability to exercise its regulatory authority. If these executive actions
impose constraints on FDA’s ability to engage in oversight and implementation activities in the normal course, our business may be negatively impacted.
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We may be subject to healthcare laws, regulation and enforcement; our failure to comply with these laws could harm our results of operations and
financial conditions.

Although we do not currently have any products on the market, if we obtain FDA approval for any of our bispecific antibody candidates and
begin commercializing those products in the United States, our operations may be directly, or indirectly through our customers and third-party payors, subject
to various U.S. federal and state healthcare laws and regulations, including, without limitation, the U.S. federal Anti-Kickback Statute. Healthcare providers,
physicians and others play a primary role in the recommendation and prescription of any products for which we obtain marketing approval. These laws may
impact, among other things, our proposed sales, marketing and education programs and constrain the business of financial arrangements and relationships
with healthcare providers, physicians and other parties through which we market, sell and distribute our products for which we obtain marketing approval. In
addition, we may be subject to patient data privacy and security regulation by both the U.S. federal government and the states in which we conduct our
business. Finally, we may be subject to additional healthcare, statutory and regulatory requirements and enforcement by foreign regulatory authorities in
jurisdictions in which we conduct our business. The laws that may affect our ability to operate include:
 

 

•  the U.S. federal Anti-Kickback Statute, which prohibits, among other things, persons or entities from knowingly and willfully soliciting,
offering, receiving or paying any remuneration (including any kickback, bribe, or certain rebate), directly or indirectly, overtly or
covertly, in cash or in kind, to induce or reward either the referral of an individual for, or the purchase, lease, order or recommendation of,
any good, facility, item or service, for which payment may be made, in whole or in part, under U.S. federal and state healthcare programs
such as Medicare and Medicaid. A person or entity does not need to have actual knowledge of the statute or specific intent to violate it in
order to have committed a violation;

 

 

•  the U.S. federal false claims and civil monetary penalties laws, including the civil False Claims Act, which, among other things, impose
criminal and civil penalties, including through civil whistle-blower or qui tam actions, against individuals or entities for, among other
things, knowingly presenting, or causing to be presented, to the U.S. federal government, claims for payment or approval that are false or
fraudulent, knowingly making, using or causing to be made or used, a false record or statement material to a false or fraudulent claim, or
from knowingly making a false statement to avoid, decrease or conceal an obligation to pay money to the U.S. federal government. In
addition, the government may assert that a claim including items and services resulting from a violation of the U.S. federal Anti-Kickback
Statute constitutes a false or fraudulent claim for purposes of the False Claims Act;

 

 

•  the U.S. federal Health Insurance Portability and Accountability Act of 1996, or HIPAA, which imposes criminal and civil liability for,
among other things, knowingly and willfully executing, or attempting to execute, a scheme to defraud any healthcare benefit program, or
knowingly and willfully falsifying, concealing or covering up a material fact or making any materially false statement, in connection with
the delivery of, or payment for, healthcare benefits, items or services; similar to the U.S. federal Anti-Kickback Statute, a person or entity
does not need to have actual knowledge of the statute or specific intent to violate it in order to have committed a violation;

 

 

•  HIPAA, as amended by the Health Information Technology for Economic and Clinical Health Act of 2009, or HITECH, and its
implementing regulations, and as amended again by the Final HIPAA Omnibus Rule, Modifications to the HIPAA Privacy, Security,
Enforcement and Breach Notification Rules Under HITECH and the Genetic Information Non-discrimination Act; Other Modifications to
the HIPAA Rules, published in January 2013, which imposes certain obligations, including mandatory contractual terms, with respect to
safeguarding the privacy, security and transmission of individually identifiable health information without appropriate authorization by
covered entities subject to the rule, such as health plans, healthcare clearinghouses and healthcare providers as well as their business
associates that perform certain services involving the use or disclosure of individually identifiable health information;
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 •  the U.S. federal Food, Drug and Cosmetic Act, or FDCA, which prohibits, among other things, the adulteration or misbranding of drugs,
biologics and medical devices;

 

 

•  the U.S. federal legislation commonly referred to as Physician Payments Sunshine Act, enacted as part of the ACA, and its implementing
regulations, which requires certain manufacturers of drugs, devices, biologics and medical supplies that are reimbursable under Medicare,
Medicaid, or the Children’s Health Insurance Program to report annually to the CMS information related to certain payments and other
transfers of value to physicians (defined to include doctors, dentists, optometrists, podiatrists and chiropractors) and teaching hospitals, as
well as ownership and investment interests held by the physicians described above and their immediate family members;

 

 

•  analogous state laws and regulations, including: state anti-kickback and false claims laws, which may apply to our business practices,
including but not limited to, research, distribution, sales and marketing arrangements and claims involving healthcare items or services
reimbursed by any third-party payor, including private insurers; state laws that require pharmaceutical companies to comply with the
pharmaceutical industry’s voluntary compliance guidelines and the relevant compliance guidance promulgated by the U.S. federal
government, or otherwise restrict payments that may be made to healthcare providers and other potential referral sources; state laws and
regulations that require drug manufacturers to file reports relating to pricing and marketing information, and that requires the tracking and
reporting of gifts and other remuneration and items of value provided to healthcare professionals and entities; and state laws governing
the privacy and security of health information in certain circumstances, many of which differ from each other in significant ways and
often are not pre-empted by HIPAA, thus complicating compliance efforts; and

 

 •  European and other foreign law equivalents of each of the laws, including reporting requirements detailing interactions with and
payments to healthcare providers.

Ensuring that our internal operations and future business arrangements with third parties comply with applicable healthcare laws and regulations
could involve substantial costs. It is possible that governmental authorities will conclude that our business practices do not comply with current or future
statutes, regulations, agency guidance or case law involving applicable fraud and abuse or other healthcare laws and regulations. If our operations are found to
be in violation of any of the laws described above or any other governmental laws and regulations that may apply to us, we may be subject to significant
penalties, including civil, criminal and administrative penalties, damages, fines, exclusion from U.S. government funded healthcare programs, such as
Medicare and Medicaid, disgorgement, individual imprisonment, contractual damages, reputational harm, diminished profits, and the curtailment or
restructuring of our operations. If any of the physicians or other providers or entities with whom we expect to do business is found not to be in compliance
with applicable laws, they may be subject to criminal, civil or administrative sanctions, including exclusions from government funded healthcare programs
and imprisonment. If any of the above occur, it could adversely affect our ability to operate our business and our results of operations. Further, defending
against any such actions can be costly, time-consuming and may require significant personnel resources. Therefore, even if we are successful in defending
against any such actions that may be brought against us, our business may be impaired.

 
1.3.4 Risks Related to Commercialization of Our Bispecific Antibody Candidates

We operate in highly competitive and rapidly changing industries, which may result in others discovering, developing or commercializing competing
products before or more successfully than we do.

The biopharmaceutical and pharmaceutical industries are highly competitive and subject to significant and rapid technological change. Our
success is highly dependent on our ability to discover, develop and obtain marketing approval for new and innovative products on a cost-effective basis and to
market them successfully. In doing so, we face and will continue to face intense competition from a variety of businesses, including large, fully integrated
pharmaceutical companies, specialty pharmaceutical companies and biopharmaceutical companies, academic institutions, government agencies and other
private and public research institutions in Europe, the United
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States and other jurisdictions. These organizations may have significantly greater resources than we do and conduct similar research, seek patent protection
and establish collaborative arrangements for research, development, manufacturing and marketing of products that compete with our bispecific antibody
candidates.

With the proliferation of new drugs and therapies into oncology, we expect to face increasingly intense competition as new technologies become
available. If we fail to stay at the forefront of technological change, we may be unable to compete effectively. Any bispecific antibody candidates that we
successfully develop and commercialize will compete with existing therapies and new therapies that may become available in the future. The highly
competitive nature of and rapid technological changes in the biotechnology and pharmaceutical industries could render our bispecific antibody candidates or
our technology obsolete, less competitive or uneconomical. Our competitors may, among other things:
 

 •  have significantly greater financial, manufacturing, marketing, drug development, technical and human resources than we do;
 

 •  develop and commercialize products that are safer, more effective, less expensive, more convenient or easier to administer, or have fewer
or less severe side effects;

 

 •  obtain quicker regulatory approval;
 

 •  establish superior proprietary positions covering our products and technologies;
 

 •  implement more effective approaches to sales and marketing; or
 

 •  form more advantageous strategic alliances.

Should any of these factors occur, our business, financial condition and results of operations could be materially adversely affected.

In addition, any collaborators may decide to market and sell products that compete with the bispecific antibody candidates that we have agreed to
license to them, and any competition by our collaborators could also have a material adverse effect on our future business, financial condition and results of
operations.

Smaller and other early stage companies may also prove to be significant competitors, particularly through collaborative arrangements with large
and established companies. These third parties compete with us in recruiting and retaining qualified scientific and management personnel, establishing
clinical trial sites and patient registration for clinical trials, as well as in acquiring technologies complementary to, or necessary for, our programs.

If we fail to obtain orphan drug designation or obtain or maintain orphan drug exclusivity for our products, our competitors may sell products to treat the
same conditions and our revenue will be reduced.

Under the Orphan Drug Act, the FDA may designate a product as an orphan drug if it is intended to treat a rare disease or condition, defined as a
patient population of fewer than 200,000 in the United States, or a patient population greater than 200,000 in the United States where there is no reasonable
expectation that the cost of developing the drug will be recovered from sales in the United States. In the EU, the EMA’s Committee for Orphan Medicinal
Products, or COMP, grants orphan drug designation to promote the development of products that are intended for the diagnosis, prevention or treatment of a
life-threatening or chronically debilitating condition affecting not more than five in 10,000 persons in the EU. Additionally, designation is granted for
products intended for the diagnosis, prevention or treatment of a life-threatening, seriously debilitating or serious and chronic condition when, without
incentives, it is unlikely that sales of the drug in the EU would be sufficient to justify the necessary investment in developing the drug or biological product or
where there is no satisfactory method of diagnosis, prevention or treatment, or, if such a method exists, the medicine must be of significant benefit to those
affected by the condition.

In the United States, orphan drug designation entitles a party to financial incentives such as opportunities for grant funding towards clinical trial
costs, tax advantages and user-fee waivers. In addition, if a product receives the first FDA approval for the indication for which it has orphan designation, the
product is entitled to orphan drug exclusivity, which means the FDA may not approve any other application to market the same drug for the same
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indication for a period of seven years, except in limited circumstances, such as a showing of clinical superiority over the product with orphan exclusivity or
where the manufacturer is unable to assure sufficient product quantity. In the EU, orphan drug designation entitles a party to financial incentives such as
reduction of fees or fee waivers and ten years of market exclusivity following drug or biological product approval. This period may be reduced to six years if
the orphan drug designation criteria are no longer met, including where it is shown that the product is sufficiently profitable not to justify maintenance of
market exclusivity.

We plan to seek orphan drug designation from the FDA and the EMA for MCLA-117 for the treatment of AML. Even if we are able to obtain
orphan designation for MCLA-117 in the United States and/or the EU, we may not be the first to obtain marketing approval for any particular orphan
indication due to the uncertainties associated with developing pharmaceutical products. In addition, exclusive marketing rights in the United States may be
limited if we seek approval for an indication broader than the orphan-designated indication or may be lost if the FDA later determines that the request for
designation was materially defective or if the manufacturer is unable to assure sufficient quantities of the product to meet the needs of patients with the rare
disease or condition. Further, even if we obtain orphan drug exclusivity for a product, that exclusivity may not effectively protect the product from
competition because different drugs with different active moieties can be approved for the same condition. Even after an orphan drug is approved, the FDA or
the EMA can subsequently approve the same drug with the same active moiety for the same condition if the FDA or the EMA concludes that the later drug is
safer, more effective, or makes a major contribution to patient care. Orphan drug designation neither shortens the development time or regulatory review time
of a drug nor gives the drug any advantage in the regulatory review or approval process. In addition, while we intend to seek orphan drug designation for
MCLA-117 for the treatment of AML, we may never receive such designation.

The successful commercialization of our bispecific antibody candidates will depend in part on the extent to which governmental authorities and health
insurers establish adequate coverage, reimbursement levels and pricing policies. Failure to obtain or maintain adequate coverage and reimbursement for
our bispecific antibody candidates, if approved, could limit our ability to market those products and decrease our ability to generate revenue.

The availability and adequacy of coverage and reimbursement by governmental healthcare programs such as Medicare and Medicaid, private
health insurers and other third-party payors are essential for most patients to be able to afford products such as our bispecific antibody candidates, assuming
approval. Our ability to achieve acceptable levels of coverage and reimbursement for products by governmental authorities, private health insurers and other
organizations will have an effect on our ability to successfully commercialize, and attract additional collaboration partners to invest in the development of our
bispecific antibody candidates. Assuming we obtain coverage for a given product by a third-party payor, the resulting reimbursement payment rates may not
be adequate or may require co-payments that patients find unacceptably high. We cannot be sure that coverage and reimbursement in the United States, the
EU or elsewhere will be available for any product that we may develop, and any reimbursement that may become available may be decreased or eliminated in
the future. Third-party payors increasingly are challenging prices charged for pharmaceutical products and services, and many third-party payors may refuse
to provide coverage and reimbursement for particular drugs when an equivalent generic drug or a less expensive therapy is available. It is possible that a
third-party payor may consider our bispecific antibody candidate and other therapies as substitutable and only offer to reimburse patients for the less
expensive product. Even if we show improved efficacy or improved convenience of administration with our bispecific antibody candidate, pricing of existing
drugs may limit the amount we will be able to charge for our bispecific antibody candidate. These payors may deny or revoke the reimbursement status of a
given drug product or establish prices for new or existing marketed products at levels that are too low to enable us to realize an appropriate return on our
investment in product development. If reimbursement is not available or is available only at limited levels, we may not be able to successfully commercialize
our bispecific antibody candidates, and may not be able to obtain a satisfactory financial return on products that we may develop.

There is significant uncertainty related to the insurance coverage and reimbursement of newly approved products. In the United States, third-
party payors, including private and governmental payors, such as the Medicare and Medicaid programs, play an important role in determining the extent to
which new drugs and biologics will be covered. The Medicare and Medicaid programs increasingly are used as models for how private payors and other
governmental payors develop their coverage and reimbursement policies for drugs and biologics. Some third-party
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payors may require pre-approval of coverage for new or innovative devices or drug therapies before they will reimburse health care providers who use such
therapies. It is difficult to predict at this time what third-party payors will decide with respect to the coverage and reimbursement for our bispecific antibody
candidates.

Obtaining and maintaining reimbursement status is time-consuming and costly. No uniform policy for coverage and reimbursement for drug
products exists among third-party payors in the United States. Therefore, coverage and reimbursement for drug products can differ significantly from payor to
payor. As a result, the coverage determination process is often a time-consuming and costly process that will require us to provide scientific and clinical
support for the use of our products to each payor separately, with no assurance that coverage and adequate reimbursement will be applied consistently or
obtained in the first instance. Furthermore, rules and regulations regarding reimbursement change frequently, in some cases at short notice, and we believe
that changes in these rules and regulations are likely.

Outside the United States, international operations are generally subject to extensive governmental price controls and other market regulations,
and we believe the increasing emphasis on cost-containment initiatives in Europe, Canada, and other countries has and will continue to put pressure on the
pricing and usage of our bispecific antibody candidates. In many countries, the prices of medical products are subject to varying price control mechanisms as
part of national health systems. Other countries allow companies to fix their own prices for medical products, but monitor and control company profits.
Additional foreign price controls or other changes in pricing regulation could restrict the amount that we are able to charge for our bispecific antibody
candidates. Accordingly, in markets outside the United States, the reimbursement for our products may be reduced compared with the United States and may
be insufficient to generate commercially reasonable revenue and profits.

Moreover, increasing efforts by governmental and third-party payors in the United States and abroad to cap or reduce healthcare costs may cause
such organizations to limit both coverage and the level of reimbursement for newly approved products and, as a result, they may not cover or provide
adequate payment for our bispecific antibody candidates. We expect to experience pricing pressures in connection with the sale of any of our bispecific
antibody candidates due to the trend toward managed healthcare, the increasing influence of health maintenance organizations, and additional legislative
changes. The downward pressure on healthcare costs in general, particularly prescription drugs and surgical procedures and other treatments, has become very
intense. As a result, increasingly high barriers are being erected to the entry of new products.

Our products may not gain market acceptance, in which case we may not be able to generate product revenues, which will materially adversely affect our
business, financial condition and results of operations.

Even if the FDA, the EMA or any other regulatory authority approves the marketing of any bispecific antibody candidates that we develop on our
own or with a collaboration partner, physicians, healthcare providers, patients or the medical community may not accept or use them. If these products do not
achieve an adequate level of acceptance, we may not generate significant product revenues or any profits from operations. The degree of market acceptance of
any of our bispecific antibody candidates will depend on a variety of factors, including:
 

 •  the timing of market introduction;
 

 •  the number and clinical profile of competing products;
 

 •  our ability to provide acceptable evidence of safety and efficacy;
 

 •  the prevalence and severity of any side effects;
 

 •  relative convenience and ease of administration;
 

 •  cost-effectiveness;
 

 •  patient diagnostics and screening infrastructure in each market;
 

 •  marketing and distribution support;
 

 •  availability of adequate coverage, reimbursement and adequate payment from health maintenance organizations and other insurers, both
public and private; and

 

 •  other potential advantages over alternative treatment methods.
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If our bispecific antibody candidates fail to gain market acceptance, this will have a material adverse impact on our ability to generate revenues
to provide a satisfactory, or any, return on our investments. Even if some products achieve market acceptance, the market may prove not to be large enough to
allow us to generate significant revenues.

We currently have no marketing, sales or distribution infrastructure. If we are unable to develop sales, marketing and distribution capabilities on our own
or through collaborations, or if we fail to achieve adequate pricing and/or reimbursement we will not be successful in commercializing our bispecific
antibody candidates.

We currently have no marketing, sales and distribution capabilities because all of our bispecific antibody candidates are still in clinical or
pre-clinical development. If any of our bispecific antibody candidates are approved, we intend either to establish a sales and marketing organization with
technical expertise and supporting distribution capabilities to commercialize our bispecific antibody candidates, or to outsource this function to a third party.
Either of these options would be expensive and time consuming. These costs may be incurred in advance of any approval of our bispecific antibody
candidates. In addition, we may not be able to hire a sales force that is sufficient in size or has adequate expertise in the medical markets that we intend to
target. Any failure or delay in the development of our internal sales, marketing and distribution capabilities would adversely impact the commercialization of
our products.

To the extent that we enter into collaboration agreements with respect to marketing, sales or distribution, our product revenue may be lower than
if we directly marketed or sold any approved products. In addition, any revenue we receive will depend in whole or in part upon the efforts of these third-
party collaborators, which may not be successful and are generally not within our control. If we are unable to enter into these arrangements on acceptable
terms or at all, we may not be able to successfully commercialize any approved products. If we are not successful in commercializing any approved products,
either on our own or through collaborations with one or more third parties, our future product revenue will suffer and we may incur significant additional
losses.

We have never commercialized a bispecific antibody candidate before and may lack the necessary expertise, personnel and resources to successfully
commercialize our products on our own or together with suitable collaborators.

We have never commercialized a bispecific antibody candidate, and we currently have no sales force, marketing or distribution capabilities. To
achieve commercial success for the bispecific antibody candidates which we may license to others, we will rely on the assistance and guidance of those
collaborators. For bispecific antibody candidates for which we retain commercialization rights, we will have to develop our own sales, marketing and supply
organization or outsource these activities to a third party.

Factors that may affect our ability to commercialize our bispecific antibody candidates on our own include recruiting and retaining adequate
numbers of effective sales and marketing personnel, obtaining access to or persuading adequate numbers of physicians to prescribe our bispecific antibody
candidates and other unforeseen costs associated with creating an independent sales and marketing organization. Developing a sales and marketing
organization will be expensive and time-consuming and could delay the launch of our bispecific antibody candidates. We may not be able to build an effective
sales and marketing organization. If we are unable to build our own distribution and marketing capabilities or to find suitable partners for the
commercialization of our bispecific antibody candidates, we may not generate revenues from them or be able to reach or sustain profitability.

Our bispecific antibody candidates for which we intend to seek approval as biologic products may face competition sooner than anticipated.

The Patient Protection and Affordable Care Act, signed into law on March 23, 2010, includes a subtitle called the Biologics Price Competition
and Innovation Act of 2009, or BPCIA, which created an abbreviated approval pathway for biological products that are biosimilar to or interchangeable with
an FDA-licensed reference biological product. Under the BPCIA, an application for a biosimilar product may not be submitted to the FDA until four years
following the date that the reference product was first licensed by the FDA. In addition, the approval of a
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biosimilar product may not be made effective by the FDA until 12 years from the date on which the reference product was first licensed. During this 12-year
period of exclusivity, another company may still market a competing version of the reference product if the FDA approves a full BLA for the competing
product containing the sponsor’s own pre-clinical data and data from adequate and well-controlled clinical trials to demonstrate the safety, purity and potency
of their product. The law is complex and is still being interpreted and implemented by the FDA. As a result, its ultimate impact, implementation, and meaning
are subject to uncertainty. While it is uncertain when such processes intended to implement BPCIA may be fully adopted by the FDA, any such processes
could have a material adverse effect on the future commercial prospects for our biological products.

We believe that any of our bispecific antibody candidates approved as a biological product under a BLA should qualify for the 12-year period of
exclusivity. However, there is a risk that this exclusivity could be shortened due to congressional action or otherwise, or that the FDA will not consider our
bispecific antibody candidates to be reference products for competing products, potentially creating the opportunity for generic competition sooner than
anticipated. Other aspects of the BPCIA, some of which may impact the BPCIA exclusivity provisions, have also been the subject of recent litigation.
Moreover, the extent to which a biosimilar, once approved, will be substituted for any one of our reference products in a way that is similar to traditional
generic substitution for non-biological products is not yet clear, and will depend on a number of marketplace and regulatory factors that are still developing.

 
1.3.5 Risks Related to Our Dependence on Third Parties

We rely, and expect to continue to rely, on third parties, including independent clinical investigators and CROs, to conduct our pre-clinical studies and
clinical trials. If these third parties do not successfully carry out their contractual duties or meet expected deadlines, we may not be able to obtain
regulatory approval for or commercialize our bispecific antibody candidates and our business could be substantially harmed.

We have relied upon and plan to continue to rely upon third parties, including independent clinical investigators and third-party CROs, to conduct
our pre-clinical studies and clinical trials and to monitor and manage data for our ongoing pre-clinical and clinical programs. We rely on these parties for
execution of our pre-clinical studies and clinical trials, and control only certain aspects of their activities. Nevertheless, we are responsible for ensuring that
each of our studies and trials is conducted in accordance with the applicable protocol, legal, regulatory and scientific standards, and our reliance on these third
parties does not relieve us of our regulatory responsibilities. We and our third party contractors and CROs are required to comply with good clinical practice,
or GCP, requirements, which are regulations and guidelines enforced by the FDA, the Competent Authorities of the Member States of the EEA, and
comparable foreign regulatory authorities for all of our products in clinical development. Regulatory authorities enforce these GCPs through periodic
inspections of trial sponsors, principal investigators and trial sites. If we or any of our CROs fail to comply with applicable GCPs, the clinical data generated
in our clinical trials may be deemed unreliable and the FDA, the EMA or comparable foreign regulatory authorities may require us to perform additional
clinical trials before approving our marketing applications. We cannot assure you that upon inspection by a given regulatory authority, such regulatory
authority will determine that any of our clinical trials comply with GCP regulations. In addition, our clinical trials must be conducted with product produced
under cGMP regulations. Our failure to comply with these regulations may require us to repeat clinical trials, which would delay the regulatory approval
process.

Further, these investigators and CROs are not our employees and we will not be able to control, other than by contract, the amount of resources,
including time, which they devote to our bispecific antibody candidates and clinical trials. If independent investigators or CROs fail to devote sufficient
resources to the development of our bispecific antibody candidates, or if their performance is substandard, it may delay or compromise the prospects for
approval and commercialization of any bispecific antibody candidates that we develop. In addition, the use of third-party service providers requires us to
disclose our proprietary information to these parties, which could increase the risk that this information will be misappropriated.

Our CROs have the right to terminate their agreements with us in the event of an uncured material breach. In addition, some of our CROs have
an ability to terminate their respective agreements with us if it can be reasonably demonstrated that the safety of the subjects participating in our clinical trials
warrants such termination, if we make a general assignment for the benefit of our creditors or if we are liquidated.
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If any of our relationships with these third-party CROs terminate, we may not be able to enter into arrangements with alternative CROs or to do
so on commercially reasonable terms. If CROs do not successfully carry out their contractual duties or obligations or meet expected deadlines, if they need to
be replaced or if the quality or accuracy of the clinical data they obtain is compromised due to the failure to adhere to our clinical protocols, regulatory
requirements or for other reasons, our clinical trials may be extended, delayed or terminated and we may not be able to obtain regulatory approval for or
successfully commercialize our bispecific antibody candidates. As a result, our results of operations and the commercial prospects for our bispecific antibody
candidates would be harmed, our costs could increase and our ability to generate revenues could be delayed.

Switching or adding additional CROs involves additional cost and requires management time and focus. In addition, there is a natural transition
period when a new CRO commences work. As a result, delays occur, which can materially impact our ability to meet our desired clinical development
timelines. Though we carefully manage our relationships with our CROs, there can be no assurance that we will not encounter similar challenges or delays in
the future or that these delays or challenges will not have a material adverse impact on our business, financial condition and prospects.

The collaboration and license agreement, or the Collaboration Agreement, with Incyte Corporation, or Incyte, is important to our business. If suitable
bispecific antibody candidates are not identified for further development and commercialization activities under the Collaboration Agreement, or if we or
Incyte fail to adequately perform under the Collaboration Agreement, or if we or Incyte terminate the Collaboration Agreement, the development and
commercialization of our bispecific antibody candidates would be delayed or terminated and our business would be adversely affected.

The Collaboration Agreement may be terminated:
 

 •  in its entirety or on a program-by-program basis by Incyte for convenience;
 

 •  in its entirety or on a program-by-program basis by either party due to a material breach of the Collaboration Agreement, or any one or
more programs under the Collaboration Agreement, as applicable; and

 

 •  on a program-by-program basis (but not in its entirety), by either party if the other party challenges the terminating party’s patents for
such program, and such challenge is not withdrawn within 30 days.

If the Collaboration Agreement is terminated with respect to one or more programs, all rights in the terminated programs revert to us, subject to
payment to Incyte of a reverse royalty of between 0% and 4% on sales of future products, depending on the stage of development as of the date of
termination, if we elect to pursue development and commercialization of bispecific antibody products arising from the terminated programs.

Termination of the Collaboration Agreement could cause significant delays in our product development and commercialization efforts, which
could prevent us from commercializing our bispecific antibody candidates without first expanding our internal capabilities, or entering into another agreement
with a third party. Any suitable alternative collaboration or license agreement would take considerable time to negotiate and could also be on less favorable
terms to us. In addition, under the Collaboration Agreement, Incyte agreed to conduct certain clinical development activities. If the Collaboration Agreement
were to be terminated, and whether or not we identify another suitable collaboration partner, we may need to seek additional financing to support the research
and development of any terminated products so that we may continue development activities, or we may be forced to discontinue development of terminated
products, each of which could have a material adverse effect on our business.

Under the Collaboration Agreement, we are dependent upon Incyte to successfully develop and commercialize bispecific antibody candidates
that are identified for further development under the Collaboration
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Agreement. With the exception of those programs where we retain certain co-development rights, we have limited ability to influence or control Incyte’s
development and commercialization activities or the resources it allocates to development of bispecific antibody product candidates identified under the
Collaboration Agreement. Our interests and Incyte’s interests may differ or conflict from time to time, or we may disagree with Incyte’s level of effort or
resource allocation. Incyte may internally prioritize programs under development within the collaboration differently than we would, or it may not allocate
sufficient resources to effectively or optimally develop or commercialize bispecific antibody candidates arising from such programs. If these events were to
occur, our ability to receive revenue from the commercialization of products arising from such programs would be reduced, and our business would be
adversely affected.

If we fail to enter into new strategic relationships our business, financial condition, commercialization prospects and results of operations may be
materially adversely affected.

Our product development programs and the potential commercialization of our bispecific antibody candidates will require substantial additional
cash to fund expenses. Therefore, for some of our bispecific antibody candidates, we may decide to enter into new collaborations with pharmaceutical or
biopharmaceutical companies for the development and potential commercialization of those bispecific antibody candidates. For instance, in December 2016,
we entered into the Collaboration Agreement with Incyte to develop and commercialize up to eleven bispecific antibody candidates. In addition, in April
2014, we entered into a strategic research and license agreement with ONO Pharmaceutical Co., Ltd., or ONO, under which we granted ONO an exclusive,
worldwide, royalty-bearing license to research, test, make, use and market bispecific antibody candidates based on our Biclonics technology platform with
undisclosed targets.

We face significant competition in seeking appropriate collaborators. Collaborations are complex and time-consuming to negotiate and
document. We may also be restricted under existing and future collaboration agreements from entering into agreements on certain terms with other potential
collaborators. We may not be able to negotiate collaborations on acceptable terms, or at all. If that were to occur, we may have to curtail the development of a
particular bispecific antibody candidate, reduce or delay its development program or one or more of our other development programs, delay its potential
commercialization or reduce the scope of our sales or marketing activities, or increase our expenditures and undertake development or commercialization
activities at our own expense. If we elect to increase our expenditures to fund development or commercialization activities on our own, we may need to obtain
additional capital, which may not be available to us on acceptable terms or at all. If we do not have sufficient funds, we will not be able to bring our bispecific
antibody candidates to market and generate product revenue. If we do enter into a new collaboration agreement, we could be subject to the following risks,
each of which may materially harm our business, commercialization prospects and financial condition:
 

 •  we may not be able to control the amount and timing of resources that the collaboration partner devotes to the product development
program;

 

 •  the collaboration partner may experience financial difficulties;
 

 •  we may be required to relinquish important rights such as marketing, distribution and intellectual property rights;
 

 •  a collaboration partner could move forward with a competing product developed either independently or in collaboration with third
parties, including our competitors; or

 

 •  business combinations or significant changes in a collaboration partner’s business strategy may adversely affect our willingness to
complete our obligations under any arrangement.

We currently rely on third-party suppliers and other third parties for production of our bispecific antibody candidates and our dependence on these third
parties may impair the advancement of our research and development programs and the development of our bispecific antibody candidates. Moreover, we
intend to rely on third parties to produce commercial supplies of any approved bispecific antibody candidate and our commercialization of any of our
bispecific antibody candidates could be stopped, delayed or made less profitable if those third parties fail to obtain approval of the FDA or comparable
regulatory authorities, fail to provide us with sufficient quantities of bispecific antibody product or fail to do so at acceptable quality levels or prices or fail
to otherwise complete their duties in compliance with their obligations to us or other parties.
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We rely on and expect to continue to rely on third-party contract manufacturing organizations, or CMOs, for the supply of current good
manufacturing practice-grade, or cGMP-grade, clinical trial materials and commercial quantities of our bispecific antibody candidates and products, if
approved. We have contracted with biopharmaceutical CMOs Boehringer Ingelheim for the manufacturing of MCLA-128 and MCLA-117 and CMC
Biologics for the manufacturing of MCLA-158. Reliance on third-party providers may expose us to more risk than if we were to manufacture bispecific
antibody candidates ourselves. The facilities used by our contract manufacturers to manufacture our bispecific antibody candidates must be approved by the
FDA pursuant to inspections that will be conducted after we submit our NDA to the FDA. We do not control the manufacturing process of, and are
completely dependent on, our contract manufacturing partners for compliance with cGMP for the manufacture of our bispecific antibody candidates. If our
contract manufacturers cannot successfully manufacture material that conforms to our specifications and the strict regulatory requirements of the FDA or
others, they will not be able to secure and/or maintain regulatory approval for their manufacturing facilities. In addition, we have no control over the ability of
our contract manufacturers to maintain adequate quality control, quality assurance and qualified personnel. If the FDA or a comparable foreign regulatory
authority does not approve these facilities for the manufacture of our bispecific antibody candidates or if it withdraws any such approval in the future, we may
need to find alternative manufacturing facilities, which would significantly impact our ability to develop, obtain regulatory approval for or market our
bispecific antibody candidates, if approved. In addition, any failure to achieve and maintain compliance with these laws, regulations and standards could
subject us to the risk that we may have to suspend the manufacturing of our bispecific antibody candidates or that obtained approvals could be revoked, which
would adversely affect our business and reputation. Furthermore, third-party providers may breach existing agreements they have with us because of factors
beyond our control. They may also terminate or refuse to renew their agreement because of their own financial difficulties or business priorities, at a time that
is costly or otherwise inconvenient for us. If we were unable to find an adequate replacement or another acceptable solution in time, our clinical trials could
be delayed or our commercial activities could be harmed. In addition, the fact that we are dependent on our collaborators, our suppliers and other third parties
for the manufacture, filling, storage and distribution of our bispecific antibody candidates means that we are subject to the risk that the products may have
manufacturing defects that we have limited ability to prevent or control. The sale of products containing such defects could adversely affect our business,
financial condition and results of operations.

Growth in the costs and expenses of components or raw materials may also adversely influence our business, financial condition and results of
operations. Supply sources could be interrupted from time to time and, if interrupted, there is no guarantee that supplies could be resumed (whether in part or
in whole) within a reasonable timeframe and at an acceptable cost or at all.

We rely on our manufacturers to purchase from third-party suppliers the materials necessary to produce our bispecific antibody candidates for our
clinical trials. There are a limited number of suppliers for raw materials that we use to manufacture our drugs and there may be a need to assess alternate
suppliers to prevent a possible disruption of the manufacture of the materials necessary to produce our bispecific antibody candidates for our clinical trials,
and if approved, ultimately for commercial sale. We do not have any control over the process or timing of the acquisition of these raw materials by our
manufacturers. Moreover, we currently do not have any agreements for the commercial production of these raw materials. Although we generally do not
begin a clinical trial unless we believe we have a sufficient supply of a bispecific antibody candidate to complete the clinical trial, any significant delay in the
supply of a bispecific antibody candidate, or the raw material components thereof, for an ongoing clinical trial due to the need to replace a third-party
manufacturer could considerably delay completion of our clinical trials, product testing and potential regulatory approval of our bispecific antibody
candidates. If our manufacturers or we are unable to purchase these raw materials after regulatory approval has been obtained for our bispecific antibody
candidates, the commercial launch of our bispecific antibody candidates would be delayed or there would be a shortage in supply, which would impair our
ability to generate revenues from the sale of our bispecific antibody candidates.

We rely on our manufacturers and other subcontractors to comply with and respect the proprietary rights of others in conducting their contractual
obligations for us. If our manufacturers or other subcontractors fail to acquire the proper licenses or otherwise infringe third party proprietary rights in the
course of completing their contractual
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obligations to us, we may have to find alternative manufacturers or defend against claims of infringement, either of which would significantly impact our
ability to develop, obtain regulatory approval for or market our bispecific antibody candidates, if approved.

 
1.3.6 Risks Related to Intellectual Property and Information Technology

We rely on patents and other intellectual property rights to protect our technology, including bispecific antibody candidates and Biclonics technology
platform, the enforcement, defense and maintenance of which may be challenging and costly. Failure to enforce or protect these rights adequately could
harm our ability to compete and impair our business.

Our commercial success depends in part on obtaining and maintaining patents and other forms of intellectual property rights for technology,
including our bispecific antibody and antibody candidates, products and methods used to manufacture those antibody and antibody candidates, the methods
for treating patients using those products, among other aspects of our technology or on licensing-in such rights. Failure to protect or to obtain, maintain or
extend adequate patent and other intellectual property rights could materially adversely affect our ability to develop and market our products and bispecific
antibody candidates.

The patent prosecution process is expensive and time-consuming, and we and our current or future licensors, licensees or collaboration partners
may not be able to prepare, file and prosecute all necessary or desirable patent applications at a reasonable cost or in a timely manner. It is also possible that
we or our licensors, licensees or collaboration partners will fail to identify patentable aspects of inventions made in the course of development and
commercialization activities before it is too late to obtain patent protection on them. Further, the issuance, scope, validity, enforceability and commercial
value of our and our current or future licensors’, licensees’ or collaboration partners’ patent rights are highly uncertain. Our and our licensors’ pending and
future patent applications may not result in patents being issued which protect our technology or products, in whole or in part, or which effectively prevent
others from commercializing competitive technologies and products. The patent examination process may require us or our licensors, licensees or
collaboration partners to narrow the scope of the claims of our or our licensors’, licensees’ or collaboration partners’ pending and future patent applications,
which may limit the scope of patent protection that may be obtained. We cannot assure you that all of the potentially relevant prior art relating to our patents
and patent applications has been found. If such prior art exists, it can invalidate a patent or prevent a patent from issuing from a pending patent application.
Even if patents do successfully issue and even if such patents cover our bispecific antibody candidates, third parties may initiate opposition, interference,
re-examination, post-grant review, inter partes review, nullification or derivation action in court or before patent offices, or similar proceedings challenging
the validity, enforceability or scope of such patents, which may result in the patent claims being narrowed or invalidated. Our and our licensors’, licensees’ or
collaboration partners’ patent applications cannot be enforced against third parties practicing the technology claimed in such applications unless and until a
patent issues from such applications, and then only to the extent the issued claims cover the technology.

Because patent applications are confidential for a period of time after filing, and some remain so until issued, we cannot be certain that we or our
licensors were the first to file any patent application related to our technology, including a bispecific antibody candidate. Furthermore, if third parties have
filed such patent applications on or before March 15, 2013, an interference proceeding can be initiated by such third parties to determine who was the first to
invent any of the subject matter covered by the patent claims of our applications. If third parties have filed such applications after March 15, 2013, a
derivation proceeding can be initiated by such third parties to determine whether our invention was derived from theirs. Even where we have a valid and
enforceable patent, we may not be able to exclude others from practicing our invention where the other party can show that they used the invention in
commerce before our filing date or the other party benefits from a compulsory license.

Issued patents covering one or more of our products or the Biclonics technology platform could be found invalid or unenforceable if challenged in court.

To protect our competitive position, we may from time to time need to resort to litigation in order to enforce or defend any patents or other
intellectual property rights owned by or licensed to us, or to determine or challenge the scope or validity of patents or other intellectual property rights of third
parties. As enforcement of intellectual property rights is difficult, unpredictable and expensive, we may fail in enforcing our rights—in which
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case our competitors may be permitted to use our technology without being required to pay us any license fees. In addition, however, litigation involving our
patents carries the risk that one or more of our patents will be held invalid (in whole or in part, on a claim-by-claim basis) or held unenforceable. Such an
adverse court ruling could allow third parties to commercialize our products or methods, or our Biclonics technology platform, and then compete directly with
us, without payment to us.

If we were to initiate legal proceedings against a third party to enforce a patent covering one of our products or methods, the defendant could
counterclaim that our patent is invalid and/or unenforceable. In patent litigation in the United States or in Europe, defendant counterclaims alleging invalidity
and/or unenforceability are commonplace. Grounds for a validity challenge could be an alleged failure to meet any of several statutory requirements, for
example, lack of novelty, obviousness or non-enablement. Grounds for an unenforceability assertion could be an allegation that someone connected with
prosecution of the patent withheld relevant information from the U.S. Patent and Trademark Office, or made a misleading statement, during prosecution. The
outcome following legal assertions of invalidity and unenforceability during patent litigation is unpredictable. With respect to the validity question, for
example, we cannot be certain that there is no invalidating prior art, of which we and the patent examiner were unaware during prosecution. If a defendant
were to prevail on a legal assertion of invalidity and/or unenforceability, we would lose at least part, and perhaps all, of the patent protection on one or more
of our technologies, products, methods or certain aspects of our Biclonics technology platform. Such a loss of patent protection could have a material adverse
impact on our business. Patents and other intellectual property rights also will not protect our technology if competitors design around our protected
technology without infringing our patents or other intellectual property rights.

Intellectual property rights of third parties could adversely affect our ability to commercialize our bispecific antibody candidates, such that we could be
required to litigate or obtain licenses from third parties in order to develop or market our bispecific antibody candidates. Such litigation or licenses could
be costly or not available on commercially reasonable terms.

Our competitive position may suffer if patents issued to third parties or other third-party intellectual property rights cover our methods or
products or elements thereof, our manufacture or uses relevant to our development plans, our bispecific antibody candidates, or other attributes of our
bispecific antibody candidates or our technology. In such cases, we may not be in a position to develop or commercialize products or bispecific antibody
candidates unless we successfully pursue litigation to nullify or invalidate the third-party intellectual property right concerned, or enter into a license
agreement with the intellectual property right holder, if available on commercially reasonable terms. In addition, we are aware of issued patents and pending
patent applications held by third parties that may be construed as covering some of our bispecific antibody candidates. We believe that if such patents or
patent applications (if issued as currently pending) were asserted against us, we would have counterclaims and defenses against such claims, including
non-infringement, the affirmative defense of safe harbor designed to protect activity undertaken to obtain federal regulatory approval of a drug, including
under 35 U.S.C. § 271(e) and similar foreign statutes, patent invalidity and/or unenforceability. However, if such counterclaims and defenses were not
successful and such patents were successfully asserted against us such that they are found to be valid and enforceable, and infringed by our bispecific
antibody candidates, unless we obtain a license to such patents, which may not be available on commercially reasonable terms or at all, we could be prevented
from continuing to develop or commercialize our products. We could also be required to pay substantial damages. Similarly, the targets of our bispecific
antibody candidates have also been the subject of research by many companies, which have filed patent applications or have patents related to such targets
and their uses. There can be no assurance any such patents will not be asserted against us or that we will not need to seek licenses from such third parties. We
may not be able to secure such licenses on acceptable terms, if at all, and any such litigation would be costly and time-consuming.

It is also possible that we failed to identify relevant patents or applications. For example, U.S. applications filed before November 29, 2000 and
certain U.S. applications filed after that date that will not be filed outside the United States remain confidential until patents issue. Patent applications in the
United States and elsewhere are published approximately 18 months after the earliest filing for which priority is claimed, with such earliest filing date being
commonly referred to as the priority date. Therefore, patent applications covering our products or platform technology could have been filed by others
without our knowledge. Furthermore, we operate in a highly competitive field, and given our limited resources, it is unreasonable to monitor all patent
applications purporting to gain broad coverage in the areas in which we are active. Additionally, pending patent applications which have been published can,
subject to certain limitations, be later amended in a manner that could cover our platform technologies, our methods, products or the use of our products.
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Third party intellectual property right holders, including our competitors, may actively bring infringement claims against us. The granting of
orphan drug status in respect of any of our bispecific antibody candidates does not guarantee our freedom to operate and is separate from our risk of possible
infringement of third parties’ intellectual property rights. We may not be able to successfully settle or otherwise resolve such infringement claims. If we are
unable to successfully settle future claims on terms acceptable to us, we may be required to engage or continue costly, unpredictable and time-consuming
litigation and may be prevented from or experience substantial delays in marketing our products.

If we fail in any such dispute, in addition to being forced to pay damages, we or our licensees may be temporarily or permanently prohibited
from commercializing any of our bispecific antibody candidates that are held to be infringing. We might, if possible, also be forced to redesign bispecific
antibody candidates so that we no longer infringe the third-party intellectual property rights. Any of these events, even if we were ultimately to prevail, could
require us to divert substantial financial and management resources that we would otherwise be able to devote to our business.

In addition, if the breadth or strength of protection provided by our or our licensors’ or collaboration partners’ patents and patent applications is
threatened, it could dissuade companies from collaborating with us to license, develop or commercialize current or future bispecific antibody candidates.
Furthermore, because of the substantial amount of discovery required in connection with intellectual property litigation, there is a risk that some of our
confidential information could be compromised by disclosure during this type of litigation.

Our ability to compete may be adversely affected if we are unsuccessful in defending against any claims by competitors or others that we are infringing
upon their intellectual property rights, such as if Regeneron Pharmaceuticals, Inc. is successful in an appeal of its lawsuit alleging that we are infringing
its U.S. Patent No. 8,502,018.

The various markets in which we plan to operate are subject to frequent and extensive litigation regarding patents and other intellectual property
rights. In addition, many companies in intellectual property-dependent industries, including those producing therapeutics to treat and potentially cure cancer,
have employed intellectual property litigation as a means to gain an advantage over their competitors. As a result, we may be required to defend against
claims of intellectual property infringement that may be asserted by our competitors against us and, if the outcome of any such litigation is adverse to us, it
may affect our ability to compete effectively. For example, we are involved in litigation with Regeneron in which Regeneron has alleged that we are
infringing one of its patents. The trial court has entered judgment stating that we are not infringing Regeneron’s patent and that Regeneron’s patent is invalid.
Further, the trial court ruled and entered judgment that Regeneron’s patent was procured through inequitable conduct and is unenforceable. Regeneron
appealed all three decisions. On February 13, 2017, the United States Court of Appeals for the Federal Circuit held oral argument on these judgments. A
decision is expected by mid-2017. The European counterpart of this patent has been reinstated with amended claims by the Technical Board of Appeal for the
European Patent Office, or EPO, after an appeal by Regeneron. Regeneron also initiated a lawsuit against us in the Netherlands which has been stayed. For
further descriptions of these legal proceedings, see “Business—Legal Proceedings.”

Our involvement in litigation, and in any interferences, opposition proceedings or other intellectual property proceedings inside and outside of
the United States may divert management from focusing on business operations, could cause us to spend significant amounts of money and may have no
guarantee of success. Any current and potential intellectual property litigation also could force us to do one or more of the following:
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 •  stop selling, incorporating, manufacturing or using our products in the United States and/or other jurisdictions that use the subject
intellectual property;

 

 
•  obtain from a third party asserting its intellectual property rights, a license to sell or use the relevant technology, which license may not be

available on reasonable terms, or at all, or may be non-exclusive thereby giving our competitors access to the same technologies licensed
to us;

 

 •  redesign those products or processes that use any allegedly infringing or misappropriated technology, which may result in significant cost
or delay to us, or which redesign could be technically infeasible; or

 

 •  pay damages, including the possibility of treble damages in a patent case if a court finds us to have willfully infringed certain intellectual
property rights.

We are aware that significant number of patents and patent applications may exist relating to aspects of therapeutic antibody technologies filed
by, and issued to, third parties, including, but not limited to Regeneron.

We cannot assure you that we will ultimately prevail if any of this third-party intellectual property is asserted against us, or in the current U.S. or
Dutch patent infringement lawsuits. Further, Regeneron has raised opposition proceedings against our patent estate in jurisdictions including Europe, Japan
and Australia. The European and Japanese patent oppositions have been resolved in our favor and the outcome of the Australian opposition is expected in the
first half of 2017. A notice of appeal was filed by Regeneron at the EPO to appeal the outcome of the European proceedings. Similarly, we cannot assure you
that we will ultimately prevail in these opposition proceedings brought by Regeneron against our intellectual property.

Intellectual property litigation could cause us to spend substantial resources and distract our personnel from their normal responsibilities.

Even if resolved in our favor, litigation or other legal proceedings relating to intellectual property claims may cause us to incur significant
expenses and could distract our technical and management personnel from their normal responsibilities. In addition, there could be public announcements of
the results of hearings, motions or other interim proceedings or developments and if securities analysts or investors perceive these results to be negative, we
could have a substantial adverse effect on the price of our common shares. Such litigation or proceedings could substantially increase our operating losses and
reduce our resources available for development activities. We may not have sufficient financial or other resources to adequately conduct such litigation or
proceedings. Some of our competitors may be able to sustain the costs of such litigation or proceedings more effectively than we can because of their
substantially greater financial resources. Uncertainties resulting from the initiation and continuation of patent litigation or other proceedings could have a
material adverse effect on our ability to compete in the marketplace.

We may not be successful in obtaining or maintaining necessary rights to our bispecific antibody candidates through acquisitions and in-licenses.

We currently have rights to the intellectual property, including patent applications relating to our bispecific antibody candidates. Because our
programs may require the use of proprietary rights held by third parties, the growth of our business will likely depend in part on our ability to acquire,
in-license, maintain or use these proprietary rights. In addition, our bispecific antibody candidates may require specific formulations to work effectively and
efficiently and the rights to these formulations may be held by others. We may be unable to acquire or in-license any compositions, methods of use, processes,
or other third-party intellectual property rights from third parties that we identify as necessary for our bispecific antibody candidates. The licensing and
acquisition of third-party intellectual property rights is a competitive area, and a number of more established companies are also pursuing strategies to license
or acquire third-party intellectual property rights that we may consider attractive. These established companies may have a competitive advantage over us due
to their size, cash resources, and greater clinical development and commercialization capabilities.

For example, we sometimes collaborate with U.S. and non-U.S. academic institutions to accelerate our pre-clinical research or development
under written agreements with these institutions. Typically, these institutions
 

36



provide us with an option to negotiate a license to any of the institution’s rights in technology resulting from the collaboration. Regardless of such option, we
may be unable to negotiate a license within the specified timeframe or under terms that are acceptable to us. If we are unable to do so, the institution may
offer the intellectual property rights to other parties, potentially blocking our ability to pursue our applicable bispecific antibody candidate or program.

In addition, companies that perceive us to be a competitor may be unwilling to assign or license rights to us. We also may be unable to license or
acquire third-party intellectual property rights on terms that would allow us to make an appropriate return on our investment. If we are unable to successfully
obtain a license to third-party intellectual property rights necessary for the development of a bispecific antibody candidate or program, we may have to
abandon development of that bispecific antibody candidate or program and our business and financial condition could suffer.

If our trademarks and trade names are not adequately protected, then we may not be able to build name recognition in our markets of interest and our
business may be adversely affected.

Our registered or unregistered trademarks or trade names may be challenged, infringed, circumvented or declared generic or determined to be
infringing on other marks. We may not be able to protect our rights to these trademarks and trade names, which we need to build name recognition by
potential partners or customers in our markets of interest. Over the long term, if we are unable to establish name recognition based on our trademarks and
trade names, then we may not be able to compete effectively and our business may be adversely affected. If other entities use trademarks similar to ours in
different jurisdictions, or have senior rights to ours, it could interfere with our use of our current trademarks throughout the world.

If we do not obtain protection under the Hatch-Waxman Amendments and similar non-U.S. legislation for extending the term of patents covering each of
our bispecific antibody candidates, our business may be materially harmed.

Patents have a limited lifespan. In the United States, if all maintenance fees are timely paid, the natural expiration of a patent is generally 20
years from its earliest U.S. non-provisional filing date. Various extensions may be available, but the life of a patent, and the protection it affords, is limited.
Even if patents covering our bispecific antibody candidates are obtained, once the patent life has expired for a product, we may be open to competition from
competitive medications, including biosimilar or generic medications. Given the amount of time required for the development, testing and regulatory review
of new bispecific antibody candidates, patents protecting such candidates might expire before or shortly after such candidates are commercialized. As a result,
our owned and licensed patent portfolio may not provide us with sufficient rights to exclude others from commercializing products similar or identical to
ours.

Depending upon the timing, duration and conditions of FDA marketing approval of our bispecific antibody candidates, one or more of our U.S.
patents may be eligible for limited patent term extension under the Drug Price Competition and Patent Term Restoration Act of 1984, referred to as the Hatch-
Waxman Amendments, and similar legislation in the EU. The Hatch-Waxman Amendments permit a patent term extension of up to five years for a patent
covering an approved product as compensation for effective patent term lost during product development and the FDA regulatory review process. However,
we may not receive an extension if we fail to apply within applicable deadlines, fail to apply prior to expiration of relevant patents or otherwise fail to satisfy
applicable requirements. Moreover, the length of the extension could be less than we request. If we are unable to obtain patent term extension or the term of
any such extension is less than we request, the period during which we can enforce our patent rights for that product will be shortened and our competitors
may obtain approval to market competing products sooner. As a result, our revenue from applicable products could be reduced, possibly materially.

We enjoy only limited geographical protection with respect to certain patents and may face difficulties in certain jurisdictions, which may diminish the
value of intellectual property rights in those jurisdictions.

We generally file our first patent application (i.e., priority filing) at the EPO. International applications under the Patent Cooperation Treaty, or
PCT, are usually filed within 12 months after the priority filing. Based on the PCT filing, national and regional patent applications may be filed in additional
jurisdictions where we believe
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our bispecific antibody candidates may be marketed. We have so far not filed for patent protection in all national and regional jurisdictions where such
protection may be available. In addition, we may decide to abandon national and regional patent applications before grant. Finally, the grant proceeding of
each national/regional patent is an independent proceeding which may lead to situations in which applications might in some jurisdictions be refused by the
relevant patent offices, while granted by others. It is also quite common that depending on the country, the scope of patent protection may vary for the same
bispecific antibody candidate and/or technology.

Competitors may use our and our licensors’ or collaboration partners’ technologies in jurisdictions where we have not obtained patent protection
to develop their own products and, further, may export otherwise infringing products to territories where we and our licensors or collaboration partners have
patent protection, but enforcement is not as strong as that in the United States. These products may compete with our bispecific antibody candidates, and our
and our licensors’ or collaboration partners’ patents or other intellectual property rights may not be effective or sufficient to prevent them from competing.

The laws of some jurisdictions do not protect intellectual property rights to the same extent as the laws in the United States and the EU, and
many companies have encountered significant difficulties in protecting and defending such rights in such jurisdictions. If we or our licensors encounter
difficulties in protecting, or are otherwise precluded from effectively protecting, the intellectual property rights important for our business in such
jurisdictions, the value of these rights may be diminished and we may face additional competition from others in those jurisdictions.

Some countries have compulsory licensing laws under which a patent owner may be compelled to grant licenses to third parties. In addition,
some countries limit the enforceability of patents against government agencies or government contractors. In these countries, the patent owner may have
limited remedies, which could materially diminish the value of such patent. If we or any of our licensors is forced to grant a license to third parties with
respect to any patents relevant to our business, our competitive position may be impaired and our business and results of operations may be adversely
affected.

Intellectual property rights do not necessarily address all potential threats to our competitive advantage.

The degree of future protection afforded by our intellectual property rights is uncertain because intellectual property rights have limitations, and
may not adequately protect our business, or permit us to maintain our competitive advantage. The following examples are illustrative:
 

 •  others may be able to make compounds that are the same as or similar to our bispecific antibody candidates but that are not covered by
the claims of the patents that we own or have exclusively licensed.

 

 •  the patents of third parties may have an adverse effect on our business.
 

 •  we or our licensors or any future strategic partners might not have been the first to conceive or reduce to practice the inventions covered
by the issued patent or pending patent application that we own or have exclusively licensed.

 

 •  we or our licensors or any future strategic partners might not have been the first to file patent applications covering certain of our
inventions.

 

 •  others may independently develop similar or alternative technologies or duplicate any of our technologies without infringing our
intellectual property rights.

 

 •  it is possible that our pending patent applications will not lead to issued patents.
 

 •  issued patents that we own or have exclusively licensed may not provide us with any competitive advantage, or may be held invalid or
unenforceable, as a result of legal challenges by our competitors.
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 •  our competitors might conduct research and development activities in countries where we do not have patent rights and then use the
information learned from such activities to develop competitive products for sale in our major commercial markets.

 

 •  third parties performing manufacturing or testing for us using our products or technologies could use the intellectual property of others
without obtaining a proper license.

 

 •  we may not develop additional technologies that are patentable.

Changes in patent laws or patent jurisprudence could diminish the value of patents in general, thereby impairing our ability to protect our products.

As is the case with other biopharmaceutical companies, our success is heavily dependent on intellectual property, particularly patents. Obtaining
and enforcing patents in the biopharmaceutical industry involve both technological complexity and legal complexity. Therefore, obtaining and enforcing
biopharmaceutical patents is costly, time-consuming and inherently uncertain.

In September 2011, the America Invents Act, or the AIA, was enacted in the United States, resulting in significant changes to the U.S. patent
system. An important change introduced by the AIA was a transition to a “first-to-file” system for deciding which party should be granted a patent when two
or more patent applications are filed by different parties claiming the same invention, which went into effect on March 16, 2013. Therefore, a third party that
now files a patent application in the USPTO before we do could be awarded a patent covering an invention of ours even if we created the invention before it
was created by the third party. While we are cognizant of the time from invention to filing of a patent application, circumstances could prevent us from
promptly filing patent applications for our inventions.

Among some of the other changes introduced by the AIA were changes that limit where a patentee may file a patent infringement suit and
providing opportunities for third parties to challenge any issued patent in the USPTO. This applies to all of our U.S. patents, even those issued before
March 16, 2013. Because of a lower evidentiary standard in USPTO proceedings compared to the evidentiary standard in U.S. federal courts necessary to
invalidate a patent claim, a third party could potentially provide evidence in a USPTO proceeding sufficient for the USPTO to hold a claim invalid even
though the same evidence would be insufficient to invalidate the claim if first presented in a district court action. Accordingly, a third party may attempt to
use the USPTO procedures to invalidate our patent claims that would not have been invalidated if first challenged by the third party as a defendant in a district
court action. The AIA and its continued implementation could increase the uncertainties and costs surrounding the prosecution of our patent applications, and
the patent applications of our collaboration partners or licensors, and the enforcement or defense of our issued patents.

Additionally, the U.S. Supreme Court has ruled on several patent cases, either narrowing the scope of patent protection available in certain
circumstances or weakening the rights of patent owners in certain situations. In addition to increasing uncertainty with regard to our ability to obtain patents
in the future, this combination of events has created uncertainty with respect to the value of patents, once obtained. Depending on decisions by the U.S.
Congress, the federal courts, and the USPTO, the laws and regulations governing patents could change in unpredictable ways that could weaken our ability to
obtain new patents or to enforce our existing patents and patents that we might obtain in the future. Similarly, there is complexity and uncertainty related to
European patent laws. For example, the European Patent Convention was amended in April 2010 to limit the time permitted for filing divisional applications.
In addition, the EP patent system is relatively stringent in the type of amendments that are allowed during prosecution. These limitations and requirements
could adversely affect our ability to obtain new patents in the future that may be important for our business.

Confidentiality agreements with employees and others may not adequately prevent disclosure of trade secrets and protect other proprietary information.

We consider proprietary trade secrets and/or confidential know-how and unpatented know-how to be important to our business. We may rely on
trade secrets and/or confidential know-how to protect our technology, especially where patent protection is believed to be of limited value. However, trade
secrets and/or confidential know-how are difficult to maintain as confidential.
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To protect this type of information against disclosure or appropriation by competitors, our policy is to require our employees, consultants,
contractors and advisors to enter into confidentiality agreements with us. However, current or former employees, consultants, contractors and advisers may
unintentionally or willfully disclose our confidential information to competitors, and confidentiality agreements may not provide an adequate remedy in the
event of unauthorized disclosure of confidential information. Enforcing a claim that a third party obtained illegally and is using trade secrets and/or
confidential know-how is expensive, time consuming and unpredictable. The enforceability of confidentiality agreements may vary from jurisdiction to
jurisdiction. Furthermore, if a competitor lawfully obtained or independently developed any of our trade secrets, we would have no right to prevent such
competitor from using that technology or information to compete with us, which could harm our competitive position. Additionally, if the steps taken to
maintain our trade secrets are deemed inadequate, we may have insufficient recourse against third parties for misappropriating the trade secret.

Failure to obtain or maintain trade secrets and/or confidential know-how trade protection could adversely affect our competitive position.
Moreover, our competitors may independently develop substantially equivalent proprietary information and may even apply for patent protection in respect of
the same. If successful in obtaining such patent protection, our competitors could limit our use of our trade secrets and/or confidential know-how.

Under certain circumstances and to guarantee our freedom to operate, we may also decide to publish some know-how to prevent others from
obtaining patent rights covering such know-how.

We may be subject to claims by third parties asserting that our employees or we have misappropriated their intellectual property, or claiming ownership of
what we regard as our own intellectual property.

Many of our employees, including our senior management, were previously employed at universities or at other biopharmaceutical companies,
including our competitors or potential competitors. Some of these employees executed proprietary rights, non-disclosure and non-competition agreements in
connection with such previous employment. Although we try to ensure that our employees do not use the proprietary information or know-how of others in
their work for us, we may be subject to claims that we or these employees have used or disclosed confidential information or intellectual property, including
trade secrets or other proprietary information, of any such employee’s former employer. Litigation may be necessary to defend against these claims.

If we fail in prosecuting or defending any such claims, in addition to paying monetary damages, we may lose valuable intellectual property rights
or personnel or sustain damages. Such intellectual property rights could be awarded to a third party, and we could be required to obtain a license from such
third party to commercialize our technology or products. Such a license may not be available on commercially reasonable terms or at all. Even if we
successfully prosecute or defend against such claims, litigation could result in substantial costs and distract management.

Obtaining and maintaining our patent protection depends on compliance with various procedural, document submission, fee payment and other
requirements imposed by governmental patent agencies, and our patent protection could be reduced or eliminated for non-compliance with these
requirements.

Periodic maintenance and annuity fees on any issued patent are due to be paid to the USPTO and foreign patent agencies in several stages over
the lifetime of the patent. The USPTO and various foreign governmental patent agencies require compliance with a number of procedural, documentary, fee
payment and other similar provisions during the patent application process. While an inadvertent lapse can in many cases be cured by payment of a late fee or
by other means in accordance with the applicable rules, there are situations in which noncompliance can result in abandonment or lapse of the patent or patent
application, resulting in partial or complete loss of patent rights in the relevant jurisdiction. Non-compliance events that could result in abandonment or lapse
of a patent or patent application include failure to respond to official actions within prescribed time limits, non-payment of fees and failure to properly
legalize and submit formal documents. If we or our licensors or collaboration partners fail to maintain the patents and patent applications covering our
bispecific antibody candidates, our competitors might be able to enter the market, which would have an adverse effect on our business.
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Our information technology systems could face serious disruptions that could adversely affect our business.

Despite the implementation of security measures, our internal computer systems and those of our current and future contractors and consultants
are vulnerable to damage from computer viruses, unauthorized access, natural disasters, terrorism, war and telecommunication and electrical failures. While
we are not aware of any such material system failure, accident or security breach to date, if such an event were to occur and cause interruptions in our
operations, it could result in a material disruption of our development programs and our business operations. For example, the loss of clinical trial data from
completed or future clinical trials could result in delays in our regulatory approval efforts and significantly increase our costs to recover or reproduce the data.
Likewise, we rely on third parties to manufacture our product candidates and conduct clinical trials, and similar events relating to their computer systems
could also have a material adverse effect on our business. To the extent that any disruption or security breach were to result in a loss of, or damage to, our data
or applications, or inappropriate disclosure of confidential or proprietary information, we could incur liability and the further development and
commercialization of our product candidates could be delayed.

 
1.3.7 Risks Related to Employee Matters and Managing Growth

Our future growth and ability to compete depends on retaining our key personnel and recruiting additional qualified personnel.

Our success depends upon the continued contributions of our key management, scientific and technical personnel, many of whom have been
instrumental for us and have substantial experience with our therapies and related technologies. These key management individuals include the members of
our management board. For example, our founder and Chief Executive Officer, Ton Logtenberg, holds a Ph.D. in medical biology, was a professor in the
Department of Immunology at Utrecht University and co-founded the Dutch biotechnology company, Crucell N.V.

The loss of key managers and senior scientists could delay our research and development activities. In addition, the competition for qualified
personnel in the biopharmaceutical and pharmaceutical field is intense, and our future success depends upon our ability to attract, retain and motivate highly-
skilled scientific, technical and managerial employees. We face competition for personnel from other companies, universities, public and private research
institutions and other organizations. If our recruitment and retention efforts are unsuccessful in the future, it may be difficult for us to implement business
strategy, which could have a material adverse effect on our business.

We expect to expand our development, regulatory and sales and marketing capabilities, and as a result, we may encounter difficulties in managing our
growth, which could disrupt our operations.

We expect to experience significant growth in the number of our employees and the scope of our operations, particularly in the areas of drug
development, regulatory affairs and sales and marketing. To manage our anticipated future growth, we must continue to implement and improve our
managerial, operational and financial systems, expand our facilities and continue to recruit and train additional qualified personnel. Due to our limited
financial resources and the limited experience of our management team in managing a company with such anticipated growth, we may not be able to
effectively manage the expansion of our operations or recruit and train additional qualified personnel. The expansion of our operations may lead to significant
costs and may divert our management and business development resources. Any inability to manage growth could delay the execution of our business plans
or disrupt our operations.

 
1.3.8 Risks Related to Our Common Shares

The price of our common shares may be volatile and may fluctuate due to factors beyond our control.

The share price of publicly traded emerging biopharmaceutical and drug discovery and development companies has been highly volatile and is
likely to remain highly volatile in the future. The market price of our common shares may fluctuate significantly due to a variety of factors, including:
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 •  positive or negative results of testing and clinical trials by us, strategic partners or competitors;
 

 •  delays in entering into strategic relationships with respect to development and/or commercialization of our bispecific antibody candidates
or entry into strategic relationships on terms that are not deemed to be favorable to us;

 

 •  technological innovations or commercial product introductions by us or competitors;
 

 •  changes in government regulations;
 

 •  developments concerning proprietary rights, including patents and litigation matters;
 

 •  public concern relating to the commercial value or safety of any of our bispecific antibody candidates;
 

 •  financing or other corporate transactions;
 

 •  publication of research reports or comments by securities or industry analysts;
 

 •  general market conditions in the pharmaceutical industry or in the economy as a whole; or
 

 •  other events and factors, many of which are beyond our control.

These and other market and industry factors may cause the market price and demand for our securities to fluctuate substantially, regardless of our
actual operating performance, which may limit or prevent investors from readily selling their common shares and may otherwise negatively affect the
liquidity of our common shares. In addition, the stock market in general, and biopharmaceutical companies in particular, have experienced extreme price and
volume fluctuations that have often been unrelated or disproportionate to the operating performance of these companies.

We will continue to incur increased costs as a result of operating as a public company with limited liability (naamloze vennootschap), and our
management board will be required to devote substantial time to new compliance initiatives and corporate governance practices.

As a public company, and particularly after we no longer qualify as an emerging growth company, we will continue to incur significant legal,
accounting and other expenses related to our operation as a public company. The Sarbanes-Oxley Act of 2002, the Dodd-Frank Wall Street Reform and
Consumer Protection Act, the listing requirements of The NASDAQ Global Market, or NASDAQ, and other applicable securities rules and regulations
impose various requirements on non-U.S. reporting public companies, including the establishment and maintenance of effective disclosure and financial
controls and corporate governance practices. Our management board and other personnel will need to continue to devote a substantial amount of time to these
compliance initiatives. Moreover, these rules and regulations have and will continue to increase our legal and financial compliance costs and will make some
activities more time-consuming and costly.

We estimate that our incremental costs resulting from operating as a public company, including compliance with these rules and regulations, for
the year ended December 31, 2016 was € 1.8 million and will be between € 1.0 million and € 2.0 million per year going forward. However, these rules and
regulations are often subject to varying interpretations, in many cases due to their lack of specificity, and, as a result, their application in practice may evolve
over time as new guidance is provided by regulatory and governing bodies. This could result in continuing uncertainty regarding compliance matters and
higher costs necessitated by ongoing revisions to disclosure and governance practices.

Pursuant to Section 404 of the Sarbanes-Oxley Act of 2002, or Section 404, we will be required to furnish a report by our management board on
our internal control over financial reporting with our next Annual Report on Form 20-F. While we remain an emerging growth company, we will not be
required to include an attestation report on internal control over financial reporting issued by our independent registered public accounting firm. To achieve
compliance with Section 404 within the prescribed period, we are engaged in a process to document and evaluate our internal control over financial reporting,
which is both costly and challenging. In this regard, we need to continue to dedicate internal resources and have engaged outside consultants and adopted a
detailed work plan to
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assess and document the adequacy of internal control over financial reporting, continue steps to improve control processes as appropriate, validate through
testing that controls are functioning as documented and implement a continuous reporting and improvement process for internal control over financial
reporting. Despite our efforts, there is a risk that we will not be able to conclude, within the prescribed timeframe or at all, that our internal control over
financial reporting is effective as required by Section 404. If we identify one or more material weaknesses, it could result in an adverse reaction in the
financial markets due to a loss of confidence in the reliability of our financial statements.

We have identified material weaknesses in our internal control over financial reporting that could, if not remediated, result in material misstatements in
our financial statements and cause shareholders to lose confidence in our financial and other public reporting, which would harm our business and the
trading price of our common shares.

Effective internal controls over financial reporting are necessary for us to provide reliable financial reports and, together with adequate disclosure
controls and procedures, are designed to prevent fraud. Any failure to implement required new or improved controls, or difficulties encountered in their
implementation could cause us to fail to meet our reporting obligations. In addition, any testing by us conducted in connection with Section 404, or any
subsequent testing by our independent registered public accounting firm, may reveal deficiencies in our internal control over financial reporting that are
deemed to be material weaknesses or that may require prospective or retroactive changes to our financial statements or identify other areas for further
attention or improvement. However, for as long as we are an “emerging growth company,” our independent registered public accounting firm will not be
required to test the effectiveness of our internal control over financial reporting in connection with an auditor attestation pursuant to Section 404. While our
management will be required to assess the effectiveness of our internal controls annually, an independent assessment of the effectiveness of our internal
controls could detect problems that our management’s assessment might not. In its review of our internal control over financial reporting in connection with
the annual audit for 2016, our management identified the following material weaknesses: insufficient accounting resources required to fulfill IFRS and SEC
reporting requirements and the absence of comprehensive IFRS accounting policies and financial reporting procedures. As a result, our management
concluded that our disclosure controls and procedures were not effective as of December 31, 2016. We are continuing to conduct a thorough review of our
internal control over financial reporting. Following this review, management intends to develop a plan to address the material weaknesses identified by
management. See “Item 15 Controls and Procedures.” If the material weaknesses identified by our management are not remediated, or if other undetected
material weaknesses in our internal controls exist, it could result in material misstatements in our financial statements requiring us to restate previously issued
financial statements. In addition, these material weaknesses, and any resulting restatements, could cause investors to lose confidence in our reported financial
information, which could have a negative effect on the trading price of our common shares.

Members of our management board, members of our supervisory board, and certain shareholders affiliated with members of our supervisory board may
be able to exercise significant control over us, and the interests of our other shareholders may conflict with the interests of our existing shareholders.

As of December 31, 2016, our management board, supervisory board and shareholders affiliated with members of our supervisory board, in the
aggregate, owned approximately 39% of our common shares. Depending on the level of attendance at our general meetings of shareholders, these
shareholders may be in a position to determine the outcome of decisions taken at any such general meeting. Any shareholder or group of shareholders
controlling more than 50% of the share capital present and voting at our general meetings of shareholders may control any shareholder resolution requiring a
simple majority, including the appointment of supervisory board members, certain decisions relating to our capital structure, the approval of certain
significant corporate transactions and amendments to our Articles of Association. Among other consequences, this concentration of ownership may have the
effect of delaying or preventing a change in control and might therefore negatively affect the market price of our common shares.

In addition, in the event we receive an offer from a third party to acquire us or prior to our soliciting an offer from, or negotiating terms with, any
third party, with respect to a sale or license of two of our undisclosed product candidates in pre-clinical development, we must first notify one of our existing
shareholders of such opportunity and negotiate in good faith with such shareholder the terms of a purchase or license agreement for such
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product candidates. This obligation may have the effect of delaying or preventing a change in control of us that shareholders may consider favorable,
including transactions in which shareholders might otherwise receive a premium for your shares.

Future sales, or the possibility of future sales, of a substantial number of our common shares could adversely affect the price of the shares.

We have entered into a registration rights agreement pursuant to which we agreed, under certain circumstances, to file a registration statement to
register the resale of the shares held by certain of our existing shareholders, as well as to cooperate in certain public offerings of such shares. In addition, we
have registered and intend to continue to register all common shares that we may issue under our equity compensation plans. Once registered, these common
shares can be freely sold in the public market upon issuance, subject to volume limitations applicable to affiliates who hold such shares. In addition, in
connection with entering into the Collaboration Agreement, we entered into a Share Subscription Agreement with Incyte, pursuant to which we issued and
sold to Incyte 3,200,000 of our common shares. Incyte’s ability to sell these common shares is subject to certain limitations, including a lock-up agreement
and limitations on the volume of shares that may be sold during a given time period. However, future sales of a substantial number of our common shares, or
the perception that such sales will occur, could cause a decline in the market price of our common shares.

Provisions of our Articles of Association or Dutch corporate law might deter acquisition bids for us that might be considered favorable and prevent or
frustrate any attempt to replace or remove the then management board and supervisory board.

Provisions of our Articles of Association may make it more difficult for a third party to acquire control of us or effect a change in our
management board or supervisory board. These provisions include:
 

 •  the authorization of a class of preferred shares that may be issued to a friendly party;
 

 •  staggered four-year terms of our supervisory board members, whereby reappointment is limited to two times;
 

 
•  a provision that our management board and supervisory board members may only be removed by the general meeting of shareholders by

a two-thirds majority of votes cast representing more than 50% of our outstanding share capital (unless the removal was proposed by the
supervisory board); and

 

 •  a requirement that certain matters, including an amendment of our Articles of Association, may only be brought to our shareholders for a
vote upon a proposal by our management board that has been approved by our supervisory board.

Our anti-takeover provision may prevent a beneficial change of control.

We adopted an anti-takeover measure pursuant to which our management board may, subject to supervisory board approval but without
shareholder approval, issue (or grant the right to acquire) cumulative preferred shares. We may issue an amount of cumulative preferred shares up to 100% of
our issued capital immediately prior to the issuance of such cumulative preferred shares. In such event, the cumulative preferred shares (or right to acquire
cumulative preferred shares) will be issued to a separate, special purpose foundation, which will be structured to operate independently of us. We have
granted a right to acquire such number of cumulative preferred shares as we may issue to such special purpose foundation.

The cumulative preferred shares will be issued to the foundation for their nominal value, of which only 25% will be due upon issuance. The
voting rights of our shares are based on nominal value and as we expect our shares to continue to trade substantially in excess of nominal value, cumulative
preferred shares issued at nominal value can obtain significant voting power for a substantially reduced price and thus be used as a defensive measure. These
cumulative preferred shares will have both a liquidation and dividend preference over our common shares and
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will accrue cash dividends at a fixed rate. The management board may issue these cumulative preferred shares to protect us from influences that do not serve
our best interests and threaten to undermine our continuity, independence and identity. These influences may include a third-party acquiring a significant
percentage of our common shares, the announcement of a public offer for our common shares, other concentration of control over our common shares or any
other form of pressure on us to alter our strategic policies. If the management board determines to issue the cumulative preferred shares to such a foundation,
the foundation’s articles of association provide that it will act to serve the best interests of us, our associated business and all parties connected to us, by
opposing any influences that conflict with these interests and threaten to undermine our continuity, independence and identity. This foundation is structured to
operate independently of us.

We do not expect to pay cash dividends in the foreseeable future.

We have not paid any cash dividends since our incorporation. Even if future operations lead to significant levels of distributable profits, we
currently intend that any earnings will be reinvested in our business and that cash dividends will not be paid until we have an established revenue stream to
support continuing cash dividends. Payment of any future dividends to shareholders will in addition effectively be at the discretion of the general meeting,
upon proposal of the management board, which proposal is subject to the approval of the supervisory board after taking into account various factors including
our business prospects, cash requirements, financial performance and new product development. In addition, payment of future cash dividends may be made
only if our shareholders’ equity exceeds the sum of our paid-in and called-up share capital plus the reserves required to be maintained by Dutch law or by our
Articles of Association. Accordingly, investors cannot rely on cash dividend income from our common shares and any returns on an investment in our
common shares will likely depend entirely upon any future appreciation in the price of our common shares.

Holders of our common shares outside the Netherlands may not be able to exercise preemptive rights.

In the event of an increase in our share capital, holders of our common shares are generally entitled under Dutch law to full preemptive rights,
unless these rights are excluded either by a resolution of the general meeting of shareholders, or by a resolution of the management board (if the management
board has been designated by the general meeting of shareholders for this purpose). Certain holders of our common shares outside the Netherlands, in
particular U.S. holders of our common shares, may not be able to exercise preemptive rights unless a registration statement under the Securities Act is
declared effective with respect to our common shares issuable upon exercise of such rights or an exemption from the registration requirements is available.

The rights of our shareholders may be different from the rights of shareholders in companies governed by the laws of U.S. jurisdictions.

We are a Dutch public company with limited liability (naamloze vennootschap). Our corporate affairs are governed by our Articles of
Association and by the laws governing companies incorporated in the Netherlands. The rights of shareholders and the responsibilities of members of our
management board and supervisory board may be different from the rights and obligations of shareholders in companies governed by the laws of U.S.
jurisdictions. In the performance of its duties, our management board and supervisory board are required by Dutch law to consider the interests of our
company, its shareholders, its employees and other stakeholders, in all cases with due observation of the principles of reasonableness and fairness. It is
possible that some of these parties will have interests that are different from, or in addition to, the interests of our shareholders.

We are not obligated to and do not comply with all the best practice provisions of the Dutch Corporate Governance Code. This may affect the rights of our
shareholders.

We are subject to the Dutch Corporate Governance Code, or the DCGC. The DCGC contains both principles and best practice provisions for
management boards, supervisory boards, shareholders and general meetings of shareholders, financial reporting, auditors, disclosure, compliance and
enforcement standards. The DCGC applies to all Dutch companies listed on a government-recognized stock exchange, whether in the Netherlands or
elsewhere, including NASDAQ. The principles and best practice provisions apply to our management board and our supervisory board (in relation to role and
composition, conflicts of interest and independence requirements, board committees and remuneration), shareholders and the general meeting of
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shareholders (for example, regarding anti-takeover protection and our obligations to provide information to our shareholders) and financial reporting (such as
external auditor and internal audit requirements). We do not comply with all the best practice provisions of the DCGC. As a result, the rights of our
shareholders may be affected and our shareholders may not have the same level of protection as a shareholder in another Dutch public company with limited
liability (naamloze vennootschap) listed in the Netherlands that fully complies with the DCGC.

Claims of U.S. civil liabilities may not be enforceable against us.

We are incorporated under the laws of the Netherlands. Substantially all of our assets are located outside the United States. The majority of our
management board members and supervisory board members reside outside the United States. The United States and the Netherlands currently do not have a
treaty providing for the reciprocal recognition and enforcement of judgments, other than arbitration awards, in civil and commercial matters. With respect to
choice of court agreements in civil or commercial matters, we note that the Hague Convention on Choice of Court Agreements entered into force for the
Netherlands, but has not entered into force for the United States. Consequently, a final judgment for payment given by a court in the United States, whether or
not predicated solely upon U.S. securities laws, would not automatically be recognized or enforceable in the Netherlands. In order to obtain a judgment which
is enforceable in the Netherlands, the party in whose favor a final and conclusive judgment of the U.S. court has been rendered will be required to file its
claim with a court of competent jurisdiction in the Netherlands. Such party may submit to the Dutch court the final judgment rendered by the U.S. court. If
and to the extent that the Dutch court finds that the jurisdiction of the U.S. court has been based on grounds which are internationally acceptable and that
proper legal procedures have been observed, the court of the Netherlands will, in principle, give binding effect to the judgment of the U.S. court, unless such
judgment contravenes principles of public policy of the Netherlands or is irreconcilable with a judgement of a Dutch court or foreign court that is
acknowledged in the Netherlands. Dutch courts may deny the recognition and enforcement of punitive damages or other awards. Moreover, a Dutch court
may reduce the amount of damages granted by a U.S. court and recognize damages only to the extent that they are necessary to compensate actual losses or
damages. Enforcement and recognition of judgments of U.S. courts in the Netherlands are solely governed by the provisions of the Dutch Code of Civil
Procedure (Wetboek van Burgerlijke Rechtsvordering). As a result of the above, it may not be possible for investors to effect service of process within the
United States upon us or members of our management board or supervisory board or certain experts named herein who are residents of the Netherlands or
countries other than the United States or to enforce any judgments against the same obtained in U.S. courts in civil and commercial matters, including
judgments under the U.S. federal securities laws.

We are a foreign private issuer and, as a result, we will not be subject to U.S. proxy rules and will be subject to Exchange Act reporting obligations that, to
some extent, are more lenient and less frequent than those of a U.S. domestic public company.

We report under the Securities Exchange Act of 1934, as amended, or the Exchange Act, as a non-U.S. company with foreign private issuer
status. Because we qualify as a foreign private issuer under the Exchange Act, we are exempt from certain provisions of the Exchange Act that are applicable
to U.S. domestic public companies, including (i) the sections of the Exchange Act regulating the solicitation of proxies, consents or authorizations in respect
of a security registered under the Exchange Act; (ii) the sections of the Exchange Act requiring insiders to file public reports of their stock ownership and
trading activities and liability for insiders who profit from trades made in a short period of time; and (iii) the rules under the Exchange Act requiring the filing
with the SEC of quarterly reports on Form 10-Q containing unaudited financial and other specified information, or current reports on Form 8-K, upon the
occurrence of specified significant events. In addition, foreign private issuers are not required to file their annual report on Form 20-F until 120 days after the
end of each fiscal year, while U.S. domestic issuers that are accelerated filers are required to file their annual report on Form 10-K within 75 days after the
end of each fiscal year. Foreign private issuers are also exempt from the Regulation Fair Disclosure, aimed at preventing issuers from making selective
disclosures of material information. As a result of the above, our shareholders may not have the same protections afforded to shareholders of companies that
are not foreign private issuers. However, we are subject to Dutch laws and regulations with regard to such matters and furnish quarterly unaudited financial
information to the SEC on Form 6-K.
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As a foreign private issuer and as permitted by the listing requirements of NASDAQ, we rely on certain home country governance practices rather than
the corporate governance requirements of NASDAQ.

We qualify as a foreign private issuer. As a result, in accordance with the listing requirements of NASDAQ, we rely on home country governance
requirements and certain exemptions thereunder rather than relying on the corporate governance requirements of NASDAQ. In accordance with Dutch law
and generally accepted business practices, our Articles of Association do not provide quorum requirements generally applicable to general meetings of
shareholders. To this extent, our practice varies from the requirement of NASDAQ Listing Rule 5620(c), which requires an issuer to provide in its bylaws for
a generally applicable quorum, and that such quorum may not be less than one-third of the outstanding voting stock. Although we must provide shareholders
with an agenda and other relevant documents for the general meeting of shareholders, Dutch law does not have a regulatory regime for the solicitation of
proxies and the solicitation of proxies is not a generally accepted business practice in the Netherlands, thus our practice will vary from the requirement of
NASDAQ Listing Rule 5620(b). In addition, we have opted out of certain Dutch shareholder approval requirements for the issuance of securities in
connection with certain events such as the acquisition of stock or assets of another company, the establishment of or amendments to equity-based
compensation plans for employees, a change of control of us and certain private placements. To this extent, our practice varies from the requirements of
NASDAQ Rule 5635, which generally requires an issuer to obtain shareholder approval for the issuance of securities in connection with such events.
Accordingly, our shareholders may not have the same protections afforded to shareholders of companies that are subject to these NASDAQ requirements.

We may lose our foreign private issuer status which would then require us to comply with the Exchange Act’s domestic reporting regime and cause us to
incur significant legal, accounting and other expenses.

We are a foreign private issuer and therefore we are not required to comply with all of the periodic disclosure and current reporting requirements
of the Exchange Act applicable to U.S. domestic issuers. If we no longer qualify as a foreign private issuer as of end of the second quarter of a fiscal year, we
would be required to comply with all of the periodic disclosure and current reporting requirements of the Exchange Act applicable to U.S. domestic issuers as
of the start of the following fiscal year. In order to maintain our current status as a foreign private issuer, (a) a majority of our common shares must be either
directly or indirectly owned of record by non-residents of the United States or (b)(i) a majority of our executive officers or directors may not be United States
citizens or residents, (ii) more than 50 percent of our assets cannot be located in the United States and (iii) our business must be administered principally
outside the United States. If we lost this status, we would be required to comply with the Exchange Act reporting and other requirements applicable to U.S.
domestic issuers, which are more detailed and extensive than the requirements for foreign private issuers. We may also be required to make changes in our
corporate governance practices in accordance with various SEC and NASDAQ rules. The regulatory and compliance costs to us under U.S. securities laws if
we are required to comply with the reporting requirements applicable to a U.S. domestic issuer may be significantly higher than the cost we would incur as a
foreign private issuer. As a result, we expect that a loss of foreign private issuer status would increase our legal and financial compliance costs and would
make some activities highly time consuming and costly. We also expect that if we were required to comply with the rules and regulations applicable to U.S.
domestic issuers, it would make it more difficult and expensive for us to obtain director and officer liability insurance, and we may be required to accept
reduced coverage or incur substantially higher costs to obtain coverage. These rules and regulations could also make it more difficult for us to attract and
retain qualified members of our supervisory board.

We are an “emerging growth company,” and we cannot be certain if the reduced reporting requirements applicable to “emerging growth companies” will
make our common shares less attractive to investors.

We are an “emerging growth company,” as defined in the JOBS Act. For as long as we continue to be an “emerging growth company,” we may
take advantage of exemptions from various reporting requirements that are applicable to other public companies that are not “emerging growth companies,”
including not being required to comply with the auditor attestation requirements of Section 404, exemptions from the requirements of holding a nonbinding
advisory vote on executive compensation and shareholder approval of any golden parachute payments not previously approved. As an “emerging growth
company,” we are not required to report selected financial data for periods prior to the earliest audited financial statements presented in the registration
statement for the initial public offering of our common shares. As a result, we only have to present selected financial data for periods starting with the year
ended December 31, 2014. Public companies that are not emerging growth companies must present selected financial data for a five-year period.
 

47



We may take advantage of these exemptions until we are no longer an “emerging growth company.” We could be an “emerging growth
company” for up to five years, although circumstances could cause us to lose that status earlier, including if the aggregate market value of our common shares
held by non-affiliates exceeds $700 million as of the end of our second fiscal quarter, in which case we would no longer be an “emerging growth company” as
of the fiscal year-end. We cannot predict if investors will find our common shares less attractive because we may rely on these exemptions. If some investors
find our common shares less attractive as a result, there may be a less active trading market for our common shares and the price of our common shares may
be more volatile.

If securities or industry analysts publish inaccurate or unfavorable research about our business, the price of our common shares and our trading volume
could decline.

The trading market for our common shares depends in part on the research and reports that securities or industry analysts publish about us or our
business. If one or more of the analysts who cover us downgrade our common shares or publish inaccurate or unfavorable research about our business, the
price of our common shares would likely decline. If one or more of these analysts cease coverage of us or fail to publish reports on us regularly, demand for
our common shares could decrease, which might cause the price of our common shares and trading volume to decline.

We may be classified as a passive foreign investment company for U.S. federal income tax purposes, which could result in adverse U.S. federal income tax
consequences to U.S. investors in the common shares.

Based on the current and anticipated value of our assets, including goodwill, and the composition of our income, assets and operations, we do not
believe we were a “passive foreign investment company,” or PFIC, for the current taxable year and for our taxable year ended December 31, 2016. However,
the application of the PFIC rules is subject to uncertainty in several respects, and we cannot assure you that the U.S. Internal Revenue Service, or the IRS,
will not take a contrary position. A non-U.S. company will be considered a PFIC for any taxable year if (i) at least 75% of its gross income is passive income,
or (ii) at least 50% of the value of its assets (based on an average of the quarterly values of the assets during a taxable year) is attributable to assets that
produce or are held for the production of passive income. The value of our assets generally is determined by reference to the market price of our common
shares, which may fluctuate considerably. In addition, the composition of our income and assets is affected by how, and how quickly, we spend the cash we
raise. If we were to be treated as a PFIC for any taxable year during which a U.S. Holder (as defined below under “Item 10.E Taxation”) holds a common
share, certain adverse U.S. federal income tax consequences could apply to such U.S. Holder. See “Item 10.E Taxation.”

 
 1.4 Information on the Company
 

1.4.1 History and Development of the Company

We were incorporated as Merus B.V. under the laws of the Netherlands on June 16, 2003 as a private company with limited liability (besloten
vennootschap met beperkte aansprakelijkheid). Upon the initial public offering of our common shares on May 19, 2016, we converted to a Dutch public
company with limited liability (naamloze vennootschap) and changed our name to Merus N.V. Our principal executive offices are located at Yalelaan 62,
3584 CM Utrecht, The Netherlands. Our telephone number at this address is +31 30 253 8800. Our website address is www.merus.nl. Information contained
on, or that can be accessed through, our website does not constitute a part of this Annual Report. We have included our website address in this Annual Report
solely as an inactive textual reference.

Our agent for service of process in the United States is National Corporate Research, Ltd., whose address is 10 E. 40th Street, 10th floor, New
York, New York 10016.
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In May 2016, we completed the initial public offering of our common shares, or IPO. In connection with our IPO, our common shares were listed
on The NASDAQ Global Market under the symbol “MRUS.” See “Item 14.E. Use of Proceeds” for more information on our IPO.

Our principal capital expenditures for the years ended December 31, 2016, and 2015 were € 0.5 million, and € 0.1 million respectively. These
capital expenditures primarily consisted of laboratory equipment and leasehold improvements. We expect our capital expenditures to increase in absolute
terms in the near term as we continue to advance our research and development programs and grow our operations. We anticipate our capital expenditure in
2017 to be financed from the cash flows from operating activities, proceeds of our initial public offering and our collaboration with Incyte Corporation. For
more information on our capital expenditures, see Note 7 to the consolidated financial statements.

 
1.4.2 Business Overview

We are a clinical-stage immuno-oncology company developing innovative bispecific antibody therapeutics. Our pipeline of full-length human
bispecific antibody candidates, which we refer to as Biclonics, are generated from our technology platform. By binding to two different targets, Biclonics can
be designed to simultaneously block receptors that drive tumor cell growth and survival and to mobilize the patient’s immune response by activating various
killer cells to eradicate tumors. In our pre-clinical studies, our bispecific antibody candidates were effective in killing tumor cells, a result that we believe
supports their potential efficacy in the treatment of cancer. In February 2015, we commenced a Phase 1/2 clinical trial of our lead bispecific antibody
candidate, MCLA-128, for the treatment of HER2-expressing solid tumors, and we expect to report top-line results from this trial in the second half of 2017.
In May 2016, we commenced a Phase 1 clinical trial of our second bispecific antibody candidate, MCLA-117, for the treatment of acute myeloid leukemia, or
AML. We are also developing MCLA-158, a bispecific antibody candidate that is designed to bind to cancer stem cells expressing leucine-rich repeat-
containing G protein-coupled receptor 5, or Lgr5, and epidermal growth factor receptors, or EGFR, for the potential treatment of colorectal cancer, and plan
to submit a Clinical Trials Application, or CTA, to the European Medicines Agency, or EMA, by the end of 2017 to initiate a Phase 1/2 clinical trial in
Europe. Additionally, we have several other bispecific antibody candidates in pre-clinical development that bind to combinations of immunomodulatory
molecules, including PD-1 and PD-L1, both of which we believe play a significant role in treating cancer. Each of these bispecific antibody candidates are
designed to bind to targets believed to be useful in the treatment of cancer with an intention to establish efficacy and obtain information for submission to the
FDA.

Our Biclonics technology platform enables rapid functional screening of large collections of Biclonics which allows us to identify lead
candidates with multiple mechanisms of action. The Biclonics format retains the IgG format of conventional mAbs and is designed to preserve the format’s
key features, including stability, long half-life and low immunogenicity, when developing our bispecific antibody candidates. We leverage industry-standard
manufacturing processes and infrastructure to efficiently produce Biclonics.

Our lead bispecific antibody candidate, MCLA-128, is currently in a Phase 1/2 clinical trial in Europe for the treatment of various solid tumors,
including breast, gastric and ovarian cancers. We believe MCLA-128 has the potential to be a more effective treatment of HER2-expressing solid tumors than
existing therapies due to its ability to inhibit cellular growth factor receptors on tumor cells and simultaneously involve immune system cells to attack tumor
cells. MCLA-128 is designed to bind to and block growth factor receptors known as HER2 and HER3, as well as recruit immune killer cells, such as NK cells
and macrophages. In our pre-clinical studies, MCLA-128 was more effective in inhibiting heregulin-driven tumor growth than HER2 or HER3 mAbs, as well
as their combinations and a combination of currently approved HER2 mAbs. The production of heregulin, which is the ligand for HER3, has been widely
shown to cause cancer cells to grow and become resistant to treatment with HER2-targeted therapies. Our Phase 1/2 clinical trial of MCLA-128 will assess its
safety, tolerability and anti-tumor activity. In the dose escalation phase of the trial, the recommended dose of MCLA-128 was established. In this ongoing
study, preliminary data showed that MCLA-128 is well tolerated with a very good safety profile. Preliminary efficacy data suggests consistent antitumor
activity in heavily pretreated metastatic breast cancer patients progressing on HER2 therapies. We expect to report top-line results from the Phase 1/2 trial in
the second half of 2017.

Our second bispecific antibody candidate, MCLA-117, is currently in a Phase 1 clinical trial in Europe for the treatment of AML. AML generally
has a poor prognosis and limited progress has been made in disease outcomes
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despite a growing AML patient population. Clinical and pre-clinical studies suggest that treatment-resistant leukemic stem cells are a potential cause of
disease relapse. MCLA-117 binds to CD3, a cell-surface molecule present on all T-cells, and to CLEC12A, a cell surface molecule present on approximately
90 to 95% of AML tumor cells and stem cells in newly diagnosed and relapsed patients. MCLA-117 is designed to recruit and activate T-cells to kill AML
tumor cells and stem cells. In our pre-clinical studies, MCLA-117 killed tumor cells in blood samples of AML patients. We plan to seek orphan drug
designation for MCLA-117 for the treatment of AML from the U.S. Food and Drug Administration, or FDA, and the European Medicines Agency, or EMA.
We expect to report top-line results from this Phase 1/2 trial in the first half of 2018. We are also currently evaluating MCLA-117 for the treatment of
myelodysplastic syndrome, or MDS, in pre-clinical studies.

In addition to MCLA-128 and MCLA-117, we are developing MCLA-158, a bispecific antibody candidate that is designed to bind to cancer stem
cells expressing Lgr5 and EGFR, for the potential treatment of colorectal cancer. We are conducting pre-clinical studies of MCLA-158 and plan to submit a
CTA to the EMA by the end of 2017 to initiate a Phase 1/2 clinical trial in Europe. MCLA-158 is designed to kill cancer stem cells using two different
mechanisms of action. The first mechanism of action involves blocking growth and survival pathways in tumor stem cells. The second mechanism of action
involves the recruitment and enhancement of immune effector cells.

Our Strategy

Our goal is to become a leading immuno-oncology company developing bispecific antibodies to treat and potentially cure various types of
cancer. Our business strategy comprises the following components:
 

 

•  Rapidly develop our lead bispecific antibody candidate, MCLA-128, for the treatment of solid tumors. We are developing MCLA-128
for the treatment of patients with HER2-expressing solid tumors, including breast, colorectal, ovarian, endometrial, gastric and non-small
cell lung cancer. We commenced a Phase 1/2 clinical trial of MCLA-128 in Europe in February 2015. In the dose escalation phase of the
trial, the recommended dose of MCLA-128 was established. In this ongoing study, preliminary data showed that MCLA-128 is well
tolerated with a very good safety profile. Preliminary efficacy data suggests consistent antitumor activity in heavily pretreated metastatic
breast cancer patients progressing on HER2 therapies. We submitted an IND application to the FDA for MCLA-128 in the fourth quarter
of 2016 to expand the Phase 1/2 clinical trial to a site in the United States. We expect to report top-line data from this Phase 1/2 trial in
the second half of 2017. If the results of the Phase 1/2 clinical trial are favorable, we intend to commence a single agent and/or
combination Phase 2 clinical trial in the United States for MCLA-128. We believe that if MCLA-128 is successfully developed and
obtains regulatory approval, it has the potential to address disease-specific challenges that are not currently being met by existing
therapies.

 

 

•  Successfully develop our second bispecific antibody candidate, MCLA-117, for the treatment of AML. We are developing MCLA-117
for the treatment of patients with AML. We commenced a Phase 1 clinical trial of MCLA-117 in Europe in May 2016 for the treatment of
patients with AML to assess its safety, tolerability and anti-tumor activity. We expect to report top-line results from this Phase 1 trial in
the first half of 2018. If the results of this clinical trial are favorable, we intend to submit an IND to the FDA and initiate a Phase 2
clinical trial in the United States. We plan to seek orphan drug designation from the FDA and the EMA for MCLA-117 for the treatment
of AML. We believe that if MCLA-117 is successfully developed and obtains regulatory approval, it has the potential to transform the
treatment of AML. We are also currently evaluating MCLA-117 for the treatment of MDS in pre-clinical studies.

 

 

•  Accelerate the internal discovery and development of additional immunotherapeutic bispecific antibody candidates. We believe we are
well positioned to expand our pipeline of Biclonics for the treatment of other forms of cancer. Our platform enables rapid functional
screening of large collections of Biclonics which allows us to identify lead candidates with multiple mechanisms of action that have the
potential to kill tumor cells with high potency. We are currently evaluating Biclonics that target various combinations of checkpoint
inhibitory molecules, such as PD-1,

 
50



 

PD-L1 and other checkpoint inhibitors, as well as combinations of checkpoint inhibitory and co-stimulatory molecules, and combinations
of molecules present on cancer stem cells in pre-clinical studies. We believe that binding to combinations of checkpoint inhibitory and/or
co-stimulatory molecules provides Biclonics with the potential to activate tumor-specific T-cells to effectively kill tumor cells. In
addition, by developing Biclonics that attack and kill cancer stem cells, we believe that we may be able to eliminate the cells that cause
relapse of tumor growth. We are conducting pre-clinical studies of MCLA-158 and plan to submit a CTA to the EMA by the end of 2017
to initiate a Phase 1/2 clinical trial in Europe. In addition to these target combinations, we intend to use our platform to evaluate new
Biclonics combinations. In addition to MCLA-158, we intend to advance at least one of our bispecific antibody candidates through
pre-clinical development and into clinical trials by the end of 2018.

 

 

•  Seek strategic collaborative relationships. We intend to continue to seek strategic collaborations to facilitate the capital-efficient
development of our Biclonics technology platform and to identify potential target combinations in immuno-oncology and other
therapeutic areas. We have entered into collaborations with Incyte and ONO Pharmaceutical Co., Ltd., a Japanese pharmaceutical
company, to develop bispecific antibody candidates based on our Biclonics technology platform and plan to work with other collaborators
to validate and expand the use of our Biclonics platform and the development of bispecific antibody candidates. We believe these
collaborations could potentially provide significant funding to advance our bispecific antibody candidate pipeline while allowing us to
benefit from the development expertise of our collaborators.

Our Product Pipeline

We intend to use our technology platform to develop Biclonics for the treatment of various types of cancer. The following table summarizes our
bispecific antibody candidate pipeline:
 

 
(1) Includes MCLA-134: PD-1 x TIM-3

Overview of Existing Immunotherapeutics

Despite a number of advances in the past decade, a significant unmet need in cancer still exists. While targeted antibody therapeutics have been
successful in treating some cancers, the therapeutic effects of almost all such therapies are transient. Cancer cells are able to adapt in order to escape
recognition and elimination by the immune system, thereby contributing to tumor growth and progression. Acquired resistance to cancer therapies remains a
significant clinical problem with patients frequently relapsing and the tumors metastasizing to other organs.

Immunotherapy is a new class of cancer treatment that works to harness the intrinsic powers of the immune system to fight tumor cells. There are
several immunotherapies that engage various aspects of the immune system such as: (1) monoclonal antibodies with enhanced ADCC, (2) bispecific T-cell
engaging molecules, (3)
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immunomodulatory monoclonal antibodies and (4) CAR-T and TCR therapies. While each of these therapies varies in its mechanism of action, these
therapies rely on specific components of the innate or adaptive immune system to kill tumor cells or counteract signals produced by cancer cells that suppress
immune responses. The potential of immunotherapeutic approaches is best demonstrated by the long durable remissions, exceeding 10 years, observed after
checkpoint inhibitor treatment in a subset of patients with advanced melanoma. More recent evidence from clinical trials suggests that a growing list of
cancers will respond to checkpoint inhibitors.

Monoclonal Antibodies with Enhanced ADCC.

Monoclonal antibodies bind to a single target expressed by tumor cells and have been modified to more efficiently attract immune effector cells,
such as NK cells and macrophages, to effectively kill tumor cells. Several mAbs with enhanced ADCC for the treatment of solid and leukemic tumors have
yielded promising results in clinical trials.

By binding to a single target, mAbs with enhanced ADCC depend on the expression of that target on the tumor and normal tissues to leverage the
advantage of enhanced tumor cell-killing while minimizing toxicity. Ideal targets for antibodies would be solely expressed by the diseased cell and not by
normal cells. Unfortunately, many of these targets are also expressed by healthy tissues. By binding to a single target, mAbs with enhanced ADCC potentially
can induce autoimmune toxicity, so-called “on-target, off-tumor” toxicity.

Bispecific T-Cell Engaging Molecules.

Bispecific T-cell engaging molecules enhance a patient’s immune response to tumors by re-targeting T-cells to tumor cells. These molecules have
been developed for a variety of both hematological and solid tumors and are currently in clinical trials. We are aware of a bispecific T-cell engaging molecule
therapeutic that has received regulatory approval for the treatment of acute lymphoblastic leukemia as well as additional bispecific T-cell engaging molecules
that are currently in clinical development.

Most T-cell engaging molecules in development are currently based on antibody fragments connected by a flexible linker and, unlike Biclonics,
do not utilize the advantages of the full-length IgG format. These molecules may have shorter half-lives than conventional mAbs, which could require
continuous infusion of the molecule or could pose manufacturing and immunogenicity challenges.

Immunomodulatory mAbs.

Immunotherapeutic strategies have been shown in clinical trials to increase the ability of the immune system to recognize and eradicate tumor
cells. Among these treatment strategies, immunomodulatory mAbs that enhance the function of T-cells have achieved noteworthy results for multiple types of
cancers. Immunomodulatory mAbs that bind to molecules involved in T-cell inhibition are called checkpoint inhibitors because they block normally negative
regulators of T-cell immunity. These checkpoint inhibitors target molecules such as the cytotoxic T-lymphocyte antigen 4, or CTLA-4, and PD-1.
Additionally, immunomodulatory mAbs that bind to co-stimulatory molecules involved in T-cell activation, such as the tumor necrosis factor receptors OX40
and CD137, have shown tumor cell-killing activity in pre-clinical animal models of cancer and are currently being evaluated in early-stage clinical trials.
Combinations of immunomodulatory mAbs have been observed to enhance the anti-cancer response in pre-clinical studies and in clinical trials of patients
with various tumor types, but have also been observed to result in more pronounced toxicities. We believe that Biclonics have the potential to capture the
benefits of combinations of immunomodulatory mAbs, combined with more specific targeting to tumor-specific T-cells and tumor cells, thereby potentially
diminishing the toxic side effects and providing a cost-effective two-in-one therapeutic for the treatment of cancer patients.

CAR-T and TCR Therapies.

T-cells recognize diseased cells by receptors engaging with antigens that are present on cancer cells. CAR-T therapy entails genetically
engineering T-cells to express synthetic chimeric antigen receptors, or CARs, that direct T-cells to antigens on the surface of cancer cells. The T-cell receptor,
or TCR, modifies T-cells to express high-affinity tumor specific TCRs that recognize intra-cellular antigens present on the surface of target cells. In early-
stage clinical trials, CAR-T and TCR therapies have been observed to have anti-tumor activity in a narrow spectrum of hematologic cancers.
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We believe a key limitation of CAR-T and TCR therapies is the need to retrieve non-compromised immune effector cells from a cancer patient,
which requires a complex and costly individualized process to develop the therapy. These challenges limit their potential and use in a variety of indications,
including the treatment of solid tumors.

To address patient populations not responding to single-antibody based drugs, there is an increased focus on synergistically combining
immunotherapeutics in the scientific community and from biopharmaceutical companies. Opportunities to create innovative antibody-based therapeutics lie in
several technology advances, including bispecific antibodies that bind to multiple targets, Fc-optimization, which enhances the body’s immune system to
mediate the killing of cancer cells, and antibody drug conjugates, or ADCs.

Background on Antibodies

The conventional antibody is a Y-shaped molecule that consists of two identical heavy chains and two identical light chains, as shown in the
figure below. These four chains pair to form two variable regions that bind to antigens, or targets, and a constant region, which includes a region known as the
Fc, that binds to receptors present on effector cells in the immune system. In conventional mAbs, the variable regions are identical and bind to the same
targets.
 

In bispecific antibodies, the variable regions can be modified to bind to two different targets. To achieve this in the full-length IgG format, two
different heavy chains and two identical light chains, also referred to as the common light chain, are combined.

In both conventional mAbs and IgG bispecific antibodies, the Fc region can bind to Fc receptors present on effector cells. This binding results in
the recruitment and activation of immune effector cells and amplifies the immune system’s response to antigens bound by the variable region of the antibody.
This process is called antibody dependent cytotoxicity, or ADCC. The Fc region can be modified to enhance ADCC so as to generate a more potent immune
response against a particular target.

Our Biclonics Platform

We have a pipeline of Biclonics generated from our technology platform. Our platform enables the rapid identification of immunotherapeutics
with the potential to produce tumor cell-killing activity, and allows for the flexible and rapid generation of Biclonics against any particular target pair.
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By binding to two different targets, Biclonics can be designed to block receptors that drive tumor cell growth and survival and to mobilize the
patient’s immune response by activating various killer cells to eradicate tumors. We believe our Biclonics platform allows us to approach cancer treatment
through multiple modes of action:
 

 

•  Blocking combinations of growth factor receptors that drive tumor cell growth and relapse while simultaneously recruiting immune
effector cells through enhanced ADCC. Biclonics may be generated for various combinations of growth factor receptors that play a role
in tumors with different molecular profiles, while a modification in the Fc region of the Biclonics facilitates the enhanced recruitment of
immune effector cells, such as NK cells and macrophages, to directly kill tumor cells through ADCC.

 

 
•  Activating T-cells to kill tumor cells by binding to CD3 expressed on T-cells and a tumor-associated target. CD3 is a cell-surface

molecule present on all T-cells. Biclonics that are designed to simultaneously bind to CD3 and a tumor-associated target, which allows for
T-cell recruitment and engagement to selectively kill tumor cells.

 

 

•  Blocking two checkpoint inhibitory pathways for more efficient T-cell activation. Cancer cells are able to block the tumor-killing
function of T-cells through the expression of inhibitory molecules. Scientific research has shown that combinations of mAbs are more
potent than single mAbs when used against these inhibitory molecules to unblock and revive this mechanism of T-cells which kills tumor
cell targets. Biclonics can be designed to prevent the blocking of T-cells by cancer cells while retaining the advantages of specific
targeting in the tumor environment.

 

 

•  Blocking a checkpoint inhibitory pathway while simultaneously providing a co-stimulatory signal for more efficient activation of
T-cells. In addition to being blocked by inhibitory molecules, tumor specific T-cells may simultaneously require an activation signal to
engage in tumor cell-killing. Biclonics can be designed to concurrently alleviate the blocking of T-cells and deliver the signals required to
activate the killing potential of T-cells.

 

 

•  Simultaneously targeting a growth factor receptor expressed by tumor cells and an immunomodulatory molecule involved in blocking
tumor-specific T-cells. Growth factor receptors like epidermal growth factor receptors, or EGFR, and HER2 are expressed on many
tumors. Biclonics can be designed to target such growth factor receptors while delivering an activation signal or de-blocking signal to
T-cells.

Our process to select lead Biclonics for clinical development takes approximately 12 months and is illustrated below. We use our human antibody
generation and Biclonics production technologies to rapidly build large collections of Biclonics directed against particular target pairs. We then test these
collections in cell-based functional assays to identify Biclonics that have differentiated modes of action. We select the most potent Biclonics and evaluate
them in multiple in vitro and in vivo assays to identify lead candidates for clinical development.
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Selection of Lead Biclonics
 

Our Biclonics technology platform includes the following:
 

 

•  Human antibody generation. Our human antibody platform is comprised of transgenic mice, which we refer to as MeMo, which are used
to generate human antibodies and phage display for the generation of panels of common light chain human mAbs. MeMo harnesses the
power of the in vivo immune system to directly yield antibodies with high potency, specificity, solubility and low immunogenicity. Using
our human antibody generation technology, we produce large and diverse panels of high-affinity antibodies against a broad variety of
targets. We believe this approach enhances the discovery and development of high-quality human antibodies that, through the common
light chain, are ready to be inserted into the Biclonics format.

 

 

•  The full-length Immunoglobulin G format. The Biclonics format retains several of the favorable attributes of conventional human IgG
mAbs, including their stability and predictability during manufacturing as well as their long half-life and low immunogenicity during
treatment of patients. Biclonics consist of two different heavy chains that need to stably form, or heterodimerize, inside a manufacturing
cell line. We insert amino acids with opposite charges in each of these heavy chains to efficiently drive this process. The use of a single,
or common, light chain in all human antibodies derived from MeMo is designed to have the heavy chains pair with the correct, common
light chain to form functional antigen binding regions. The combination of these approaches prevents the need for additional, more
artificial techniques, such as the use of linkers or chemical reactions, to force the pairing of different parts of the bispecific antibody. The
resulting Biclonics are bispecific heterodimeric IgG antibodies that closely mimic IgG antibodies that are produced naturally by the
immune system.

The Biclonics format enables us to make modifications to the Fc region of the IgG antibody in order to enhance or limit effector functions
associated with this part of the molecule. This strategy has been successfully executed with conventional therapeutic mAbs. In order to enhance efficacy and
promote immunotherapeutic activity, we can use genetically altered cell lines used in production to generate Biclonics that are enhanced for ADCC, resulting
in the improved ability to recruit NK cells and macrophages. This ADCC enhancement has been made to our lead bispecific antibody candidate, MCLA-128.
In order to improve safety and tolerability, we can modify our Biclonics to prevent the excessive release of signaling proteins called cytokines, which can
overstimulate the immune system. This process is called Fc-silencing as it blocks the ability of our Biclonics to bind to certain protein receptors on cells,
known as Fc receptors, which are associated with cytokine release. We utilize Fc silencing in the design of our bispecific antibody candidate, MCLA-117.
 

 

•  High-throughput functional screening. The panels of target-specific human antibodies are introduced as pairs of DNA constructs into
mammalian cells. The common light chain format and modified Fc region of the IgG antibody ensure the secretion of pure Biclonics into
the cell culture medium. The medium of thousands of cell cultures is harvested and individually used in cell- and tissue-based functional
assays to identify Biclonics with differentiated modes of action.
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For example, the chart below shows the results of a pre-clinical study in which 495 different Biclonics targeting HER2 and HER3 were
functionally screened against tumor cell samples, with and without heregulin present. From the 80 candidates depicted in the chart, 40 exhibited superior
inhibition of cell growth compared to Herceptin, a drug commonly prescribed for the treatment of breast cancer, and were selected in the process leading to
identification of MCLA-128.
 

Benefits of Biclonics

We believe our Biclonics technology platform provides the following benefits:
 

 

•  Biclonics are stable, bispecific, full-length human IgG antibodies with no linkers or fusion proteins. Biclonics retain the IgG format of
antibodies that are produced naturally by the immune system. Additionally, in contrast to many other bispecific antibody formats,
Biclonics do not require linkers to force the correct pairing of heavy and light chains or exploit fusion proteins to add functionality to the
molecule. These qualities minimize time-consuming engineering efforts and allow us to create Biclonics with predictable behavior during
pre-clinical development.

 

 

•  Biclonics preserve the stability, behavior and adaptability of normal IgG antibodies. Biclonics are based on the robust and commonly
used IgG format to yield the favorable in vivo qualities associated with conventional mAbs, such as stability, long half-life and low
immunogenicity. As a result, our Biclonics format provides attractive options for dosage schedules and methods of administration,
rendering them compatible with multiple modes of action for the efficient killing of tumor cells. Further, the IgG format allows us to
apply previously established technologies to further optimize our Biclonics for therapeutic use.

 

 

•  Biclonics can be reliably manufactured with high yields. Because our Biclonics retain the IgG format of antibodies, our Biclonics are
manufactured using the large-scale industry-standard processes that are also used for the production of conventional mAbs, and the yields
of Biclonics we obtain are comparable to those of normal IgG antibodies. In stable cell lines, we are able to obtain over 90% of bispecific
antibody formation using these processes and the IgG-based purification process results in greater than 99.8% purity for our Biclonics.

 

 

•  Our Biclonics technology platform allows for functional evaluation of Biclonics in the relevant therapeutic format leading to the
discovery of therapeutic candidates with differentiated properties. Our Biclonics technology platform enables rapid functional screening
of large collections of bispecific antibodies which allows us to identify lead candidates with multiple mechanisms of action that have the
potential to effectively kill tumor cells with high potency. This is an important step in the identification of lead bispecific antibody
candidates with functionalities that compare favorably against other forms of immunotherapeutics, such as conventional mAbs as well as
their combinations.

 
56



Our Bispecific Antibody Candidate Portfolio

Our lead bispecific antibody candidate, MCLA-128, commenced a Phase 1/2 clinical trial in Europe for the treatment of patients with solid
tumors in February 2015. Additionally, we commenced a Phase 1 clinical trial in Europe of our second bispecific antibody candidate, MCLA-117, for the
treatment of patients with AML in May 2016, and we have several other bispecific antibody candidates in pre-clinical development, including MCLA-158 for
which we intend to submit a CTA to the EMA by the end of 2017 to initiate a Phase 1/2 clinical trial in Europe.

MCLA-128

MCLA-128 is an ADCC-enhanced Biclonics that is designed to bind to HER2 and HER3-expressing solid tumor cells, including breast,
colorectal and ovarian tumor cells. The scientific rationale for targeting HER2, or human epidermal growth factor receptor 2, and HER3, or human epidermal
growth factor receptor 3, is that HER2 is amplified in many solid tumors and is associated with poor prognosis and the activation of HER3 causes cancer cells
to be or to become resistant to treatment. On the surface of tumor cells, HER2 preferably pairs, or dimerizes, with HER3, and the resulting pair drives
malignant progression of HER2-expressing cancer cells. Heregulin, which is the ligand for HER3, causes cancer cells to grow and become resistant to
treatment with HER2-targeted therapies.

We have designed MCLA-128 to overcome the inherent and acquired resistance of tumor cells to HER2-targeted therapies using two different
mechanisms. The first mechanism blocks growth and survival pathways to stop tumor expansion, while preventing tumor cells from escaping through
activation of the HER3/heregulin pathway. The second mechanism, enhanced ADCC, involves the recruitment and enhancement of immune effector cells,
such as NK cells and macrophages, to directly kill the tumor through a modification of the Fc region. This dual mechanism of action is illustrated in the
graphic below.

MCLA-128 Mechanism of Action
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We believe that MCLA-128 has the potential to be a more effective treatment of HER2-expressing solid tumors than existing therapies due to its
ability to inhibit cellular growth factor receptors on tumor cells and simultaneously recruit cells of the immune system to attack tumor cells.

Market Overview

The National Cancer Institute estimates that 246,660 new cases of female breast cancer, 134,490 new cases of colorectal cancer, 224,390 new
cases of lung cancer, 22,280 new cases of ovarian cancer, 76,960 new cases of bladder cancer and 26,370 new cases of stomach cancer were diagnosed in the
United States in 2016. Based on a market survey we commissioned from Specialized Medical Services-oncology BV in 2012, we estimate that HER2 is
expressed in 28% of cases of breast cancer, 34% of cases of colorectal cancer, 22% of cases of lung cancer, 25% of cases of ovarian cancer, 45% of cases of
bladder cancer and 23% of cases of stomach cancer. Herceptin, Avastin, and Erbitux are drugs commonly prescribed for the treatment of these types of
cancers. Worldwide sales of these drugs in 2014 were approximately $6.8 billion, $7.0 billion and $1.9 billion, respectively.

Pre-Clinical Studies

In our pre-clinical studies of HER2-expressing tumor cell lines, we measured the impact of MCLA-128 on heregulin-driven growth and cellular
changes, characterized by a metastatic phenotype. In these studies, we observed that both growth and metastatic characteristics were poorly blocked by
therapeutic mAbs targeting HER2 and HER3, while the application of MCLA-128 resulted in the inhibition of heregulin induced changes in cultures of
cancer cells. MCLA-128 also blocked activation of two key signaling pathways for the growth and survival of tumor cells more effectively than the
combination of the currently approved therapeutic HER2 mAbs, Herceptin (trastuzumab) and Perjeta (pertuzumab).

As shown in the chart below, the administration of MCLA-128 reduced heregulin-driven tumor growth at significantly lower concentrations than
mAbs targeting HER2 or HER3 and the combination of Herceptin and Perjeta.
 

MCLA-128 also blocked phosphorylation and activation of key proteins in the signaling pathways for the cell growth and survival of cancer cell
lines, a result that was not observed with the combination of HER2 mAbs, Herceptin and Perjeta.
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We also studied the ADCC activity of MCLA-128 in cell lines expressing different types of Fc receptors. As shown in the two charts below,
because MCLA-128 is ADCC enhanced, it was able to bind and activate Fc receptors required for the recruitment of immune killer cells regardless of the
receptor affinity of the patient. Studies have estimated that more than 50% of the patient population carry Fc receptors that are of low affinity and are poorly
activated by therapeutic antibodies such as Herceptin. We have observed in our pre-clinical studies that MCLA-128 was also more potent than Herceptin in
activating immune killer cells carrying low affinity Fc receptors.
 

Fc Receptor Activation by MCLA-128 (FcgR Subtype)
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In the pre-clinical studies, we also compared the ability of MCLA-128 to inhibit the in vivo growth of cell lines such as JIMT-1, which is an
aggressive breast cancer line resistant to HER2-targeted therapies. In these studies, we administered four doses of MCLA-128 at 2.5 mg/kg. The
MCLA-128-treated mice experienced as high as a 58% reduction of their tumor size during the 21-day treatment period, compared to a less than 11%
reduction after administration of a combination of Herceptin and Perjeta. Regrowth of the tumor was observed after treatment was halted on day 21. This
result is illustrated in the chart below.
 

Analysis of tumors taken from mice at day 21 showed that HER3 signaling was effectively blocked when treated with MCLA-128 whereas no
effect was observed with the combination of Herceptin and Perjeta. Pre-clinical studies are currently being conducted to evaluate whether tumor suppression
can be sustained by continuing treatment over the 60 day observation period. In addition, a higher percentage (60%) of mice treated with MCLA-128 survived
beyond 60 days than mice receiving either the vehicle or the combination of Herceptin and Perjeta. This result is illustrated in the chart below.
 

Clinical Development of MCLA-128

In February 2015, we commenced an open-label Phase 1/2 clinical trial of MCLA-128 in Europe for the treatment of HER2-expressing solid
tumors. The first part of the trial, the dose escalation phase, is complete. In Part 1 of this trial, MCLA-128 was well-tolerated up to the highest tested dose of
900 mg, and we observed a favorable
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safety profile and early positive data of efficacy. The cumulative safety and available pharmacokinetic, or PK, data, along with the aid of a PK simulation
study, were used to support a recommended dose for a Phase 2 clinical trial of 750 mg, administered over 120 minutes, which we are using in Part 2 of this
trial. We intend to enroll up to 200 evaluable patients with breast, ovarian endometrial and non-small cell lung cancers in Part 2 of this trial, to further study
the safety, tolerability and clinical efficacy of MCLA-128. The trial is designed to enroll patients with solid tumors that are relapsed or refractory to at least
one prior regimen of available standard treatment or for whom no curative therapy is available. We plan to conduct the trial in at least six clinical sites.

For this Phase 1/2 trial, we have implemented an exploratory biomarker investigation using tumor tissue and blood samples from patients. The
biomarkers we are evaluating include heregulin expression, HER2 and HER3 receptor expression and PI3K/AKT pathway activation status, which refers to
an intracellular pathway regulating processes such as cell survival, cell proliferation and cell growth. We believe this approach, in conjunction with genetic
profiling, will allow for the validation of biomarker assays and will provide guidance for enrolling additional patients based on relevant biomarkers.

The primary endpoint of Part 1 of our clinical trial was to determine the maximum tolerated dose and/or the maximum recommended dose of
MCLA-128. The secondary endpoints of Part 1 consisted of:
 

 •  the pharmacodynamic, or PD, response to MCLA-128 in tumor tissue and/or surrogate tissues;
 

 •  the PK profile, including total exposure, maximum concentration clearance, volume of distribution and half-life;
 

 •  the serum concentration of anti-drug antibodies to MCLA-128; and
 

 •  the frequency and nature of adverse events.

We also evaluated other anti-tumor parameters, such as:
 

 •  the objective response rate, or ORR, which is the proportion of patients in whom a complete response or partial response was observed;
 

 •  the clinical benefit rate, or CBR, which is the proportion of patients in whom a complete response, partial response, or stable disease was
observed (where the stable disease duration is a minimum of 16 weeks/4 months) according to standard criteria;

 

 •  the duration of response, or DOR, which is the time from the initial response until documented tumor progression;
 

 •  progression free survival, or PFS, which is the time from treatment initiation to objective tumor progression or death from any cause; and
 

 •  patient survival rates.

As of March 31, 2017, we have enrolled a total of 26 patients in the trial. In this ongoing study, preliminary data has shown that MCLA-128 is
well tolerated with a very good safety profile. To date, patients treated with MCLA-128 have experienced mild to moderate adverse reactions that may be
related to treatment, including infusion-related reactions, diarrhea, vomiting, fatigue, skin rash, sore mouth and shortness of breath. There have been two
serious adverse events, reported as infusion-related reactions one of which was readily reversible and the other, an allergic reaction, which resulted in death in
a patient with significant underlying comorbidities. Preliminary efficacy data suggests consistent antitumor activity in heavily pretreated metastatic breast
cancer patients progressing on HER2 therapies.

We expect to report interim safety and efficacy results from Part 2 of this trial in the first half of 2017. However, interim results of a clinical trial
do not necessarily predict final results. If the results of the Phase 1/2 clinical trial are favorable, we intend to expand the current clinical trial or commence a
new single agent and/or combination Phase 2 clinical trial in the United States and EU.
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MCLA-117

MCLA-117 for AML

MCLA-117 is a Biclonics that is designed to bind to CD3, a cell-surface molecule present on all T-cells, and to CLEC12A, a cell surface
molecule present on AML tumor cells and stem cells. CLEC12A is not found on normal blood stem cells nor on cells that give rise to red blood cells and
platelets nor is it present on other non-hematopoietic cells in the body. This is in contrast to the expression patterns of CD123 and CD33, which are present on
normal blood stem cells, and in the case of CD33, also the cells that give rise to red blood cells and platelets. Both CD123 and CD33 are being explored as
targets for AML therapy. We believe that the expression pattern of CLEC12A makes it an attractive and differentiated molecule for targeted therapy in cancer
patients. Moreover, CLEC12A is expressed on approximately 90 to 95% of newly diagnosed and relapsed cases of AML, and we believe that many patients
with AML could potentially benefit from treatment with MCLA-117.

By binding to CD3 and CLEC12A, MCLA-117 is designed to recruit and activate T-cells to kill CLEC12A-expressing AML tumor cells and
stem cells. AML tumor stem cells are thought to be resistant to current chemotherapeutic treatment regimens, and the inability to eliminate these cells with
conventional therapies is thought to significantly contribute to disease relapse in AML patients. We believe that elimination of this leukemic stem cell
population by treatment with MCLA-117 may prevent recurrence of the tumor. The mechanism of action of MCLA-117 is illustrated in the graphic below.

MCLA-117 Mechanism of Action
 

Unlike some other bispecific antibody formats, the full-length IgG format of MCLA-117 and its associated longer half-life keeps it from having
to be administered through continuous infusion using infusion pumps. In addition, through Fc-silencing, MCLA-117 is designed to avoid binding to Fc
receptors present on macrophages and other blood cells that could result in toxicity.

We believe that MCLA-117 could be developed as induction therapy, as consolidation therapy to treat minimal residual disease and as rescue
therapy for patients with relapsed or refractory AML. We intend to explore its use both as a single agent and in combination with commonly used
chemotherapy agents and other treatment regimens of AML. We expect the safety profile of MCLA-117 to be favorable based on the restricted expression of
CLEC12A in human tissues which is anticipated to result in manageable neutropenia. We also expect infusion related reactions based on the observed level of
cytokine release upon co-culture with blood cells, which can be
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mitigated by gradual dose increments and by providing co-medication when required. As CLEC12A is not expressed on megakaryocyte and erythroid
progenitor cells, we expect the application of MCLA-117 would not result in a decrease of platelet counts or red blood cells.

In our pre-clinical studies, MCLA-117 specifically targeted and killed AML tumor cells mediated by a high affinity of the Biclonics for
CLEC12A and a relatively low affinity for CD3. In these studies, MCLA-117 recruits T-cells to selectively kill tumor cells in blood samples of AML patients
containing an unfavorable ratio of T-cells to AML tumor cells. We observed that 1,000 ng/ml of MCLA-117 was sufficient to induce the elimination of tumor
cells.

As shown in the figure below, treatment of an AML patient’s blood samples with MCLA-117 resulted in the efficient killing of AML tumor cells
in our pre-clinical studies. An unmanipulated primary blood sample containing both CLEC12A positive patient tumor cells and T-cells was cultured for 10
days with either a dosage of 1,000 ng/ml of MCLA-117 or a dosage of a control Biclonics that does not bind to CLEC12A but retains CD3 binding activity.
On day 10, the percentage of AML tumor cells in the culture dish dosed with MCLA-117 had decreased from 93% to 1% while the proportion of T-cells had
increased from 5% to 95%, indicating that CD3 positive T-cells had been effectively activated to proliferate, engage and kill the AML tumor cells by
MCLA-117. In contrast, the percentage of AML tumor cells in the culture dish dosed with a control Biclonics had slightly decreased from 93% to 81% while
the proportion of T-cells had only increased from 5% to 16%, indicating that binding to CLEC12A by MCLA-117 was required to result in the efficient
killing of AML tumor cells.
 

We commenced a Phase 1 clinical trial in Europe of MCLA-117 in May 2016 for the treatment of patients with AML to assess its safety,
tolerability and anti-tumor activity. For the Phase 1 clinical trial, we plan to enroll adult patients with all AML subtypes. Patients with relapsed or refractory
disease and newly diagnosed, untreated AML patients who are older than 65 years and are usually not eligible as candidates for intensive or conventional
approved treatments would all be eligible for enrollment in the trial. We expect to enroll approximately 50 patients in this trial, consisting of up to 31 patients
in Part 1, the dose escalation phase, and up to 15 patients in Part 2, the safety dose expansion phase. The primary endpoint of the Phase 1 trial is the
assessment of the safety and tolerability of MCLA-117 in order to determine the maximum tolerated dose and frequency of administration. The secondary
endpoints include:
 

 •  the assessment of the PK profile of an MCLA-117 intravenous infusion as a single agent;
 

 •  the investigation of the PD effects of MCLA-117;
 

 •  the determination of incidence and serum titer of anti-drug antibodies against MCLA-117; and
 

 •  the evaluation of the preliminary efficacy and anti-leukemic activity of MCLA-117.
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We expect to report interim safety and preliminary activity results from Part 1 of this Phase 1 trial by the end of 2017. However, interim results of
a clinical trial do not necessarily predict final results.

We expect to report top-line data from this Phase 1 trial in the first half of 2018. If the results of the clinical trial are favorable, we intend to
submit an IND to the FDA and initiate a Phase 2 clinical trial in the United States. We believe MCLA-117 may qualify for orphan drug designation in the
United States and in Europe for the treatment of AML, and we plan to seek orphan drug designation from the FDA and the EMA for the treatment of AML.

MCLA-117 for MDS

We are also currently evaluating MCLA-117 for the treatment of MDS in pre-clinical studies. MDS is a disease that occurs when the blood-
forming cells in the bone marrow lose the ability to develop normally. Patients with MDS have lower numbers of one or more types of cells in the blood such
as red blood cells and platelets and are at higher risk to develop AML. Similar to AML, we believe that the expression pattern of CLEC12A makes it an
attractive and differentiated molecule for targeted therapy in patients with MDS. CLEC12A is expressed on approximately 89% of patients with MDS, and we
believe that many patients with MDS could potentially benefit from treatment with MCLA-117.

MCLA-158

MCLA-158 is an ADCC-enhanced Biclonics that is designed to bind to Lgr5 and EGFR-expressing cancer stem cells for the treatment of solid
tumors, including colorectal cancer. Cancer stem cells are a subpopulation of long-lived and chemo-resistant cells that contribute to the growth and metastatic
potential of a tumor. Cancer stem cells have the capacity to divide and give rise to new cancer stem cells via a process called self-renewal, the capacity to
differentiate or change into the other cells that form the bulk of the tumor and an ability to withstand chemotherapy and radiation exposure. We believe these
features make cancer stem cells an attractive therapeutic target to overcome the inherent and acquired resistance of tumors to conventional therapies.

In 2012, colorectal cancer was the third most common cancer worldwide. Patients with metastatic disease have a mean survival time of less than
two years. Approximately 90% of all colorectal cancers display mutational activation of the Wnt pathway. The Wnt pathway is critical for the maintenance of
stem cells and has been linked to cancer. Lgr5 is an amplifying receptor of the Wnt pathway, is over-expressed in approximately 70% of advanced colorectal
cancers and is correlated with lymph node metastases. Lgr5 expression is higher in metastatic tumors and associated with tumor-initiating cells or cancer stem
cells. Lgr5 positive cells are highly mitotically active and are expected to be particularly dependent on growth and survival factors that activate EGFR.

We have designed MCLA-158 to target cancer stem cells expressing Lgr5 and EGFR using two different mechanisms of action. The first
mechanism of action blocks growth and survival pathways in cancer stem cells. The second mechanism of action, enhanced ADCC, involves the recruitment
and enhancement of immune effector cells to directly kill cancer stem cells that persist in solid tumors, such as colorectal cancer, and cause relapse and
metastasis.

In our pre-clinical studies, we used our proprietary technology combined with high content imaging to identify MCLA-158 after screening more
than 500 bispecific antibodies for activity in more than 20 patient-derived colorectal cancer organoids. Organoids are cell cultures based on cancer cells from
patients that mimic the physiology of tumor growth and depend on the presence of cancer stem cells for their maintenance. In our pre-clinical studies,
MCLA-158 was significantly more potent than EGFR-targeting mAbs, such as cetuximab, and small molecule inhibitors of the PI3K and MAPK signaling
pathways in inhibiting the growth of patient-derived colorectal cancer organoids. In our cell culture studies, MCLA-158 selectively blocked the ability of
colorectal cancer organoids to regrow after serial passaging, suggesting that MCLA-158 has the potential to eliminate stem cells in vitro.

In our pre-clinical studies MCLA-158 has been observed to be selectively more active in human tumor-derived organoids than in organoids
derived from normal human colon. The activity of MCLA-158 on the tumor
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organoid size was more than 100 times greater than on the normal colon organoids. In contrast, the activity of cetuximab was similar to the activity of
MCLA-158 on normal colon organoids and 20 to 100 times less than the activity of MCLA-158 on tumor organoids. We observed this result on three
additional normal colon organoids and four tumor organoids, three of which were derived from metastatic lesions.

Based on our pre-clinical studies to date and the expression pattern of Lgr5 and EGFR and their known roles in tumor progression, we believe
that MCLA-158 has the potential to improve the survival outcome of patients with metastatic colorectal cancer, non-small cell lung cancer, ovarian cancer and
potentially other solid tumors.

We plan to continue to conduct pre-clinical studies on MCLA-158 and to submit a CTA to the EMA by the end of 2017 to initiate a Phase 1/2
clinical trial for MCLA-158 in Europe.

Other Bispecific Antibody Candidates

MCLA-134

MCLA-134 is a Biclonics that is designed to bind to a combination of two immunomodulatory targets expressed by T-cells, PD-1 and TIM-3.
MCLA-134 is designed to activate unresponsive tumor infiltrating T-cells to kill cancer cells.

MCLA-145

MCLA-145 is a Biclonics that is designed to bind to a tumor-associated target with an immunomodulatory target involved in checkpoint
inhibition. MCLA-145 is designed to simultaneously reverse immune system suppression at the tumor site while attracting immune effector cells to directly
kill the targeted tumor. MCLA-145 is being developed under our collaboration with Incyte Corporation.

Pre-Clinical Discovery Programs

We intend to leverage our Biclonics technology platform to identify multiple additional bispecific antibody candidates and advance them to
clinical development. Each of these bispecific antibody candidates are designed to bind to targets believed to be useful in the treatment of cancer with an
intention to establish efficacy and obtain information for submission to the FDA. Our current focus is on a number of immunotherapeutic targets and
pathways that have demonstrated promising tumor killing ability in early-stage clinical trials and scientific literature. We are currently evaluating Biclonics
that target combinations of checkpoint inhibitory molecules, such as PD-1, PD-L1 and other checkpoint inhibitors, as well as combinations of checkpoint
inhibitory and co-stimulatory molecules, and combinations of molecules present on cancer stem cells. Using our platform, we will continue to evaluate new
targets and combinations to identify potential candidates with the highest immunotherapeutic potential and select those candidates to be advanced into clinical
trials.

Collaboration Agreements

As part of our business strategy, we intend to continue to seek research collaborations in order to derive further value from our Biclonics platform
and more fully exploit its potential.

Incyte Corporation

We have entered into a collaboration and license agreement, or the Collaboration Agreement, with Incyte Corporation, or Incyte. Under the terms
of the Collaboration Agreement, we and Incyte have agreed to collaborate with respect to the research, discovery and development of bispecific antibodies
utilizing our proprietary bispecific technology platform. The collaboration encompasses up to 11 independent programs, including some of our current
preclinical immuno-oncology discovery programs. For one of the current preclinical programs, or Program 1, we retain the exclusive right to develop and
commercialize products and product candidates in the United States, while Incyte has the exclusive right to develop and commercialize products and product
candidates arising from such program outside the United States. For Program 1, we and Incyte will conduct and share equally the costs of
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mutually agreed global development activities and will be solely responsible for independent development activities in our respective territories. We have the
option to co-fund development of products arising from one specified program, and subject to certain conditions, to a second specified program, in each case
exchange for a share of profits in the United States, as well as the right to participate in a specified proportion of detailing activities in the United States for
one of such programs. In addition, if Program 1 fails to complete IND-enabling toxicology studies successfully, we will be granted an additional option to
co-fund development of a specified program other than Program 1 in exchange for a share of profits in the United States. If we exercise our co-funding option
for a program, we would be responsible for funding 35% of the associated future global development costs and, for certain of such programs, would be
responsible for reimbursing Incyte for certain development costs incurred prior to the option exercise. All products as to which we have exercised our option
to co-fund development would be subject to joint development plans and overseen by a joint development committee, with Incyte having final determination
as to such plans in cases of dispute.

For each program other than Program 1, where we have not elected to co-fund development or where we do not have such a co-funding option,
Incyte is solely responsible for all costs of global development and commercialization activities. We retain the rights to our bispecific technology platform as
well as clinical and pre-clinical candidates and future programs emerging from our platform that are outside the scope of the Collaboration Agreement.

In January 2017, upon the Collaboration Agreement becoming effective, Incyte made an upfront non-refundable payment to us of $120 million
for the rights granted under the Collaboration Agreement. For each program as to which we do not have commercialization or co-development rights, we are
eligible to receive up to $100 million in future contingent development and regulatory milestones and up to $250 million in commercialization milestones, as
well as tiered royalties ranging from 6% to 10% of global net sales. For each program as to which we have exercised our option to co-fund development, we
are eligible to receive a 50% share of profits (or sustain 50% of any losses) in the United States and tiered royalties ranging from 6% to 10% of net sales of
products outside of the United States. If we opt to cease co-funding a program as to which we exercised our co-development option, then we will no longer
receive a share of profits in the United States but will be eligible to receive the same milestones from the co-funding termination date and the same tiered
royalties described above with respect to non-co-developed programs and, depending on the stage at which we choose to cease co-funding development costs,
additional royalties ranging up to 4% of net sales in the United States. For Program 1, for which we retain all commercial rights in the United States, we and
Incyte are each eligible to receive tiered royalties on net sales in the other’s territory at rates ranging from 6% to 10%.

The Collaboration Agreement will continue on a program-by-program basis until we have no royalty payment obligations with respect to such
program or, if earlier, the termination of the Collaboration Agreement or any program in accordance with the terms of the Collaboration Agreement. The
Collaboration Agreement may be terminated in its entirety, or on a program-by-program basis, by Incyte for convenience. The Collaboration Agreement may
also be terminated by either party under certain other circumstances, including material breach, or on a program-by-program basis for patent challenge of
patents under the applicable program, in each case as set forth in the Collaboration Agreement. If the Collaboration Agreement is terminated in its entirety or
with respect to one or more programs, all rights in the terminated programs revert to us, subject to payment to Incyte of a reverse royalty of up to 4% on sales
of future products, if we elect to pursue development and commercialization of products arising from the terminated programs.

In connection with the Collaboration Agreement, we entered into a Share Subscription Agreement with Incyte, pursuant to which, in January
2017, we issued and sold to Incyte 3,200,000 common shares for an aggregate purchase price of $80.0 million.

ONO Pharmaceutical

In April 2014, we entered into a strategic research and license agreement with ONO, under which we granted ONO an exclusive, worldwide,
royalty-bearing license to research, test, make, use and market bispecific antibody candidates, if approved, based on our Biclonics technology platform with
undisclosed targets.
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ONO paid us a non-refundable upfront fee of €1.0 million, and we are eligible to receive up to an aggregate of €34.0 million in milestone
payments upon achievement of specified research and clinical development milestones. To date, we have achieved three of the specified pre-clinical
milestones under this research and license agreement and have received an aggregate of €1.8 million in milestone payments. For products commercialized
under this agreement, if any, we are also eligible to receive a mid-single digit royalty on net sales. For a designated period, which may include limited time
periods following termination of this agreement, in certain circumstances we and our affiliates are prohibited from researching, developing or
commercializing bispecific antibodies against the undisclosed target combinations that are the subject of this agreement. ONO also provides funding for our
research and development activities under an agreed-upon plan. This research and license agreement will expire after all milestone payments have been
received and all related patent rights have expired, unless terminated earlier. ONO has the right to terminate this agreement at any time for any reason, with or
without cause. The licenses granted to ONO may convert to royalty-free, fully-paid, perpetual licenses if ONO terminates the agreement for uncured material
breach.

Manufacturing

Our Biclonics technology platform relies on third parties for biological materials. We currently generate batches of lead bispecific antibody
candidates in our own laboratories for initial pre-clinical studies using standardized procedures. We rely on and expect to continue to rely on third-party
contract manufacturing organizations, or CMOs, for the supply of current good manufacturing practice-grade, or cGMP-grade, clinical trial materials and
commercial quantities of our bispecific antibody candidates and products, if approved. We currently do not have any agreements for the commercial
production of raw materials, but we have contracted biopharmaceutical CMOs Boehringer Ingelheim for the manufacturing of MCLA-128 and MCLA-117
and CMC Biologics for the manufacturing of MCLA-158. We believe that the standardized Biclonics manufacturing process can be transferred to a number of
other CMOs for the production of clinical and commercial supplies of our Biclonics in the ordinary course of business.

Sales and Marketing

We have not yet defined our sales, marketing or product distribution strategy for MCLA-128, MCLA-117 or any of our other bispecific antibody
candidates because our bispecific antibody candidates are still in pre-clinical or early-stage clinical development. Our commercial strategy may include the
use of strategic partners, distributors, a contract sale force, or the establishment of our own commercial and specialty sales force. We plan to further evaluate
these alternatives as we approach approval for one of our bispecific antibody candidates.

Competition

We compete directly with companies that focus on immuno-oncology and companies dedicating their resources to novel forms of cancer
therapies. We also face competition from academic research institutions, governmental agencies and other various public and private research institutions.
With the proliferation of new drugs and therapies into oncology, we expect to face increasingly intense competition as new technologies become available.
Any bispecific antibody candidates that we successfully develop and commercialize will compete with existing therapies and new therapies that may become
available in the future.

Many of our competitors have significantly greater financial, manufacturing, marketing, drug development, technical and human resources than
we do. Mergers and acquisitions in the pharmaceutical, biotechnology and diagnostic industries may result in even more resources being concentrated among
a smaller number of our competitors. Smaller or early stage companies may also prove to be significant competitors, particularly through collaborative
arrangements with large and established companies. These competitors also compete with us in recruiting and retaining top qualified scientific and
management personnel and establishing clinical trial sites and patient registration for clinical trials, as well as in acquiring technologies complementary to, or
necessary for, our programs.

The key competitive factors affecting the success of all of our therapeutic bispecific antibody candidates, if approved, are likely to be their
efficacy, safety, dosing convenience, price, the effectiveness of companion diagnostics in guiding the use of related therapeutics, the level of generic
competition and the availability of reimbursement from government and other third-party payors.
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Our commercial opportunity could be reduced or eliminated if our competitors develop and commercialize products that are safer, more
effective, less expensive, more convenient or easier to administer, or have fewer or less severe effects than any products that we may develop. Our
competitors also may obtain FDA, EMA or other regulatory approval for their products more rapidly than we may obtain approval for ours, which could
result in our competitors establishing a strong market position before we are able to enter the market. Even if our bispecific antibody candidates achieve
marketing approval, they may be priced at a significant premium over competitive products if any have been approved by then.

In addition to currently marketed therapies, there are also a number of products in late-stage clinical development to treat cancer, including other
bispecific antibodies or similar molecules. Our closest competitors in this area include Affimed N.V., OncoMed Pharmaceuticals, Inc., Genmab A/S,
MacroGenics, Inc., Merrimack Pharmaceuticals, Inc., Regeneron Pharmaceuticals, Inc. and Xencor, Inc. These bispecific antibody candidates in development
may provide efficacy, safety, dosing convenience and other benefits that are not provided by currently marketed therapies. As a result, they may provide
significant competition for any of our bispecific antibody candidates for which we obtain marketing approval.

Intellectual Property

We strive to protect and enhance the proprietary technologies, inventions, and improvements that we believe are important to our business,
including seeking, maintaining, and defending patent rights, whether developed internally or licensed from third parties. Our policy is to seek to protect our
proprietary position by, among other methods, pursuing and obtaining patent protection in the United States and in jurisdictions outside of the United States
related to our proprietary technology, inventions, improvements, platforms and bispecific antibody candidates that are important to the development and
implementation of our business.

As of April 15, 2017, our patent portfolio related to our bispecific antibody candidate MCLA-128 consists of one PCT application, filed on
February 27, 2015 which entered national phases in the United States, Europe and 17 other foreign countries with an expected expiry not earlier than
February 27, 2035. Claims are directed to MCLA-128 composition of matter and methods of using MCLA-128 to treat subjects (at risk of) having a ErbB-2
and/or ErbB3 positive tumor. In addition, 3 priority patent application filings covering further methods of using MCLA-128 to treat patients were filed on
March 31, 2017.

As of April 15, 2017, our patent portfolio related to our bispecific antibody candidate MCLA-117 consists of a first PCT application, filed on
September 27, 2013, which entered national phases in the United States, Europe and 14 other foreign countries with an expected expiry not earlier than
September 27, 2033. In addition, we filed a second PCT application related to MCLA-117 on July 10, 2016, which is expected to enter national phases in
2017. Claims are directed to the MCLA-117 composition of matter and methods of using MCLA-117 in the treatment or prevention of MDS, chronic
myelogenous leukemia, or CML, or AML.

As of April 15, 2017, our patent portfolio related to our bispecific antibody candidate MCLA-158 consists of one PCT filed on October 21, 2016
and is expected to enter national phases in the United States, Europe and approximately 14 other foreign countries with an expiry no earlier than October 23,
2036. Claims are directed to the MCLA-158 composition of matter and methods of using MCLA-158 in the treatment or prevention of various solid tumors.

As of April 15, 2017, our patent portfolio related to our MeMo mouse consists of four pending U.S. applications, 11 issued foreign patents
including one issued European patent that has been validated in many countries, and 12 pending foreign applications, all with an expected expiry not earlier
than June 29, 2029. Claims are directed to a common light chain mouse and methods of producing antibodies by exposing the mouse to an antigen.
Opposition against our issued Australian, European and Japanese patents have been filed by Regeneron Pharmaceuticals, Inc. The European and Japanese
oppositions have been in resolved in our favor, and. Regeneron has filed a notice of appeal against the decision of the European Opposition Division. The
outcome of the Australian opposition is expected in the first half of 2017.
 

68



We plan to continue to expand our intellectual property estate by filing patent applications directed to dosage forms, methods of treatment and
additional compositions created or identified from our technology platforms and ongoing development of our bispecific antibody candidates. Specifically, we
seek patent protection in the United States and internationally for novel compositions of matter directed to aspects of the molecules, basic structures and
processes for manufacturing these molecules and the use of these molecules in a variety of therapies.

Our patent portfolio is intended to cover, but is not limited to, the composition of matter of our bispecific antibody candidates, their methods of
use, the technology platforms used to generate them, related technologies and/or other aspects of the inventions that are important to our business. We also
rely on trademarks, trade secrets and careful monitoring of our proprietary information to protect aspects of our business that are not amenable to, or that we
do not consider appropriate for, patent protection.

We also rely on know-how, continuing technological innovation and in-licensing opportunities to develop, strengthen, and maintain our
proprietary positions.

Our success will depend on our ability to obtain and maintain patent and other proprietary protection for commercially important technology,
inventions and know-how related to our business, defend and enforce our patents, maintain our licenses to use intellectual property owned by third parties,
preserve the confidentiality of our trade secrets and operate without infringing the valid and enforceable patents and other proprietary rights of third parties.
For important factors related to our proprietary technology, inventions, improvements, platforms and bispecific antibody candidates, please see the section
entitled “Risk Factors—Risks Related to Intellectual Property and Information Technology.”

We also rely on trade secret protection for our confidential and proprietary information. Although we take steps to protect our confidential and
proprietary information as trade secrets, including through contractual means with our employees and consultants, third parties may independently develop
substantially equivalent proprietary information and techniques or otherwise gain access to our trade secrets or disclose our technology. Thus, we may not be
able to meaningfully protect our trade secrets. It is our policy to require our employees, consultants, outside scientific collaborators, sponsored researchers
and other advisors to execute confidentiality agreements upon the commencement of employment or consulting relationships with us. These agreements
provide that all confidential information concerning our business or financial affairs developed or made known to the individual during the course of the
individual’s relationship with us is to be kept confidential and not disclosed to third parties except in specific circumstances. In the case of employees, such
agreements provide that all inventions conceived by the individual while providing services to us are assigned to us.

Government Regulation

We are subject to extensive regulation. We expect our bispecific antibody candidates to be regulated as biologics. Biological products are subject
to regulation under the Federal Food, Drug, and Cosmetic Act, or FD&C Act, and the Public Health Service Act, or PHS Act, and other federal, state, local
and foreign statutes and regulations. Both the FD&C Act and the PHS Act and their corresponding regulations govern, among other things, the testing,
manufacturing, safety, efficacy, labeling, packaging, storage, record keeping, distribution, reporting, advertising and other promotional practices involving
biological products.

U.S. Biological Products Development Process

The process required by the FDA before a biologic may be marketed in the United States generally involves the following:
 

 
•  completion of extensive nonclinical, sometimes referred to as pre-clinical laboratory tests, and pre- clinical animal trials and applicable

requirements for the humane use of laboratory animals and formulation studies in accordance with applicable regulations, including good
laboratory practices, or GLPs;

 

 •  submission to the FDA of an investigational new drug, or IND, application, which must become effective before human clinical trials
may begin;
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•  performance of adequate and well-controlled human clinical trials according to the FDA’s regulations commonly referred to as good

clinical practice, or GCP, regulations and any additional requirements for the protection of human research subjects and their health
information, to establish the safety and efficacy of the proposed biological product for its intended use;

 

 •  submission to the FDA of a BLA for marketing approval that includes substantive evidence of safety, purity, and potency from results of
nonclinical testing and clinical trials;

 

 
•  satisfactory completion of an FDA inspection of the manufacturing facility or facilities where the biological product is produced to assess

compliance with current Good Manufacturing Practice, or cGMP, requirements to assure that the facilities, methods and controls are
adequate to preserve the biological product’s identity, strength, quality and purity;

 

 •  potential FDA audit of the nonclinical and clinical trial sites that generated the data in support of the BLA; and
 

 •  FDA review and approval, or licensure, of the BLA.

Before testing any biological bispecific antibody candidate in humans, the bispecific antibody candidate enters the pre-clinical testing stage.
Pre-clinical tests, also referred to as nonclinical trials, include laboratory evaluations of product chemistry, toxicity and formulation, as well as animal studies
to assess the potential safety and activity of the bispecific antibody candidate. The conduct of the pre-clinical tests must comply with federal regulations and
requirements including GLPs.

The clinical trial sponsor must submit the results of the pre-clinical tests, together with manufacturing information, analytical data, any available
clinical data or literature and a proposed clinical protocol, to the FDA as part of the IND. Some pre-clinical testing may continue even after the IND is
submitted. The IND automatically becomes effective 30 days after receipt by the FDA, unless the FDA places the clinical trial on a clinical hold within that
30-day time period. In such a case, the IND sponsor and the FDA must resolve any outstanding concerns before the clinical trial can begin. The FDA may
also impose clinical holds on a biological bispecific antibody candidate at any time before or during clinical trials due to safety concerns or non-compliance.
If the FDA imposes a clinical hold, trials may not recommence without FDA authorization and then only under terms authorized by the FDA.

Clinical trials involve the administration of the biological bispecific antibody candidate to healthy volunteers or patients under the supervision of
qualified investigators, generally physicians not employed by or under the trial sponsor’s control. Clinical trials are conducted under protocols detailing,
among other things, the objectives of the clinical trial, dosing procedures, subject selection and exclusion criteria, and the parameters to be used to monitor
subject safety, including stopping rules that assure a clinical trial will be stopped if certain adverse events should occur. Each protocol and any amendments to
the protocol must be submitted to the FDA as part of the IND. Clinical trials must be conducted and monitored in accordance with the FDA’s regulations
comprising the GCP requirements, including the requirement that all research subjects provide informed consent. Further, each clinical trial must be reviewed
and approved by an independent institutional review board, or IRB, at or servicing each institution at which the clinical trial will be conducted. An IRB is
charged with protecting the welfare and rights of trial participants and considers such items as whether the risks to individuals participating in the clinical
trials are minimized and are reasonable in relation to anticipated benefits. The IRB also approves the form and content of the informed consent that must be
signed by each clinical trial subject or his or her legal representative and must monitor the clinical trial until completed.

Human clinical trials are typically conducted in three sequential phases that may overlap or be combined:
 

 
•  Phase 1. The biological bispecific antibody candidate is initially introduced into healthy human subjects and tested for safety. In the case

of some products for severe or life-threatening diseases, especially when the product may be too inherently toxic to ethically administer to
healthy volunteers, the initial human testing is often conducted in patients.
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•  Phase 2. The biological bispecific antibody candidate is evaluated in a limited patient population to identify possible adverse effects and

safety risks, to preliminarily evaluate the efficacy of the product for specific targeted diseases and to determine dosage tolerance, optimal
dosage and dosing schedule.

 

 
•  Phase 3. Clinical trials are undertaken to further evaluate dosage, clinical efficacy, potency, and safety in an expanded patient population

at geographically dispersed clinical trial sites. These clinical trials are intended to establish the overall risk/benefit ratio of the product and
provide an adequate basis for product labeling.

Post-approval clinical trials, sometimes referred to as Phase 4 clinical trials, may be conducted after initial marketing approval. These clinical
trials are used to gain additional experience from the treatment of patients in the intended therapeutic indication, particularly for long-term safety follow-up.

During all phases of clinical development, regulatory agencies require extensive monitoring and auditing of all clinical activities, clinical data,
and clinical trial investigators. Annual progress reports detailing the results of the clinical trials must be submitted to the FDA. Written IND safety reports
must be promptly submitted to the FDA and the investigators for serious and unexpected adverse events, any findings from other trials, tests in laboratory
animals or in vitro testing that suggest a significant risk for human subjects, or any clinically important increase in the rate of a serious suspected adverse
reaction over that listed in the protocol or investigator brochure. The sponsor must submit an IND safety report within 15 calendar days after the sponsor
determines that the information qualifies for reporting. The sponsor also must notify the FDA of any unexpected fatal or life-threatening suspected adverse
reaction within seven calendar days after the sponsor’s initial receipt of the information. The FDA or the sponsor or its data safety monitoring board may
suspend a clinical trial at any time on various grounds, including a finding that the research subjects or patients are being exposed to an unacceptable health
risk. Similarly, an IRB can suspend or terminate approval of a clinical trial at its institution if the clinical trial is not being conducted in accordance with the
IRB’s requirements or if the biological bispecific antibody candidate has been associated with unexpected serious harm to patients.

There are also requirements governing the reporting of ongoing clinical trials and completed clinical trial results to public registries. Sponsors of
clinical trials of FDA-regulated products, including biologics, are required to register and disclose certain clinical trial information, which is publicly
available at www.clinicaltrials.gov. Information related to the product, patient population, phase of investigation, trial sites and investigators, and other
aspects of the clinical trial is then made public as part of the registration. Sponsors are also obligated to discuss the results of their clinical trials after
completion. Disclosure of the results of these trials can be delayed until the new product or new indication being studied has been approved.

Concurrent with clinical trials, companies usually complete additional animal trials and must also develop additional information about the
physical characteristics of the biological bispecific antibody candidate as well as finalize a process for manufacturing the product in commercial quantities in
accordance with cGMP requirements. To help reduce the risk of the introduction of adventitious agents with use of biological products, the PHS Act
emphasizes the importance of manufacturing control for products whose attributes cannot be precisely defined. The manufacturing process must be capable of
consistently producing quality batches of the bispecific antibody candidate and, among other things, the sponsor must develop methods for testing the
identity, strength, quality, potency and purity of the final biological product. Additionally, appropriate packaging must be selected and tested and stability
studies must be conducted to demonstrate that the biological bispecific antibody candidate does not undergo unacceptable deterioration over its shelf life.

U.S. Review and Approval Processes

After the completion of clinical trials of a biological bispecific antibody candidate, FDA approval of a BLA must be obtained before commercial
marketing of the biological product. The BLA must include results of product development, laboratory and animal trials, human trials, information on the
manufacture and composition of the product, proposed labeling and other relevant information. In addition, under the Pediatric Research Equity Act, or
PREA, a BLA or supplement to a BLA must contain data to assess the safety and effectiveness of the biological
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bispecific antibody candidate for the claimed indications in all relevant pediatric subpopulations and to support dosing and administration for each pediatric
subpopulation for which the product is safe and effective. A sponsor who is planning to submit a marketing application for a drug or biological product that
includes a new active ingredient, new indication, new dosage form, new dosing regimen or new route of administration submit an initial Pediatric Study Plan,
or PSP, within sixty days after an end-of-Phase 2 meeting or as may be agreed between the sponsor and FDA. Unless otherwise required by regulation, PREA
does not apply to any biological product for an indication for which orphan designation has been granted.

Under the Prescription Drug User Fee Act, or PDUFA, as amended, each BLA must be accompanied by a user fee. The FDA adjusts the PDUFA
user fees on an annual basis. Fee waivers or reductions are available in certain circumstances, including a waiver of the application fee for the first application
filed by a small business. Additionally, no user fees are assessed on BLAs for products designated as orphan drugs, unless the product also includes a
non-orphan indication.

Within 60 days following submission of the application, the FDA reviews a BLA submitted to determine if it is substantially complete before the
agency accepts it for filing. The FDA may refuse to file any BLA that it deems incomplete or not properly reviewable at the time of submission and may
request additional information. In this event, the BLA must be resubmitted with the additional information. The resubmitted application also is subject to
review before the FDA accepts it for filing. Once the submission is accepted for filing, the FDA begins an in-depth substantive review of the BLA. The FDA
reviews the BLA to determine, among other things, whether the proposed product is safe and potent, or effective, for its intended use, and has an acceptable
purity profile, and whether the product is being manufactured in accordance with cGMP requirements to assure and preserve the product’s identity, safety,
strength, quality, potency and purity. The FDA may refer applications for novel biological products or biological products that present difficult questions of
safety or efficacy to an advisory committee, typically a panel that includes clinicians and other experts, for review, evaluation and a recommendation as to
whether the application should be approved and under what conditions. The FDA is not bound by the recommendations of an advisory committee, but it
considers such recommendations carefully when making decisions. During the biological product approval process, the FDA also will determine whether a
Risk Evaluation and Mitigation Strategy, or REMS, is necessary to assure the safe use of the biological bispecific antibody candidate. If the FDA concludes a
REMS is needed, the sponsor of the BLA must submit a proposed REMS; the FDA will not approve the BLA without a REMS, if required.

Before approving a BLA, the FDA will inspect the facilities at which the product is manufactured. The FDA will not approve the product unless
it determines that the manufacturing processes and facilities are in compliance with cGMP requirements and adequate to assure consistent production of the
product within required specifications. Additionally, before approving a BLA, the FDA will typically inspect one or more clinical sites to assure that the
clinical trials were conducted in compliance with IND trial requirements and GCP requirements.

Notwithstanding the submission of relevant data and information, the FDA may ultimately decide that the BLA does not satisfy its regulatory
criteria for approval and deny approval. Data obtained from clinical trials are not always conclusive and the FDA may interpret data differently than the
applicant interprets the same data. If the FDA decides not to approve the BLA in its present form, the FDA will issue a complete response letter that usually
describes all of the specific deficiencies in the BLA identified by the FDA. The deficiencies identified may be minor, for example, requiring labeling changes,
or major, for example, requiring additional clinical trials. Additionally, the complete response letter may include recommended actions that the applicant
might take to place the application in a condition for approval. If a complete response letter is issued, the applicant may either resubmit the BLA, addressing
all of the deficiencies identified in the letter, or withdraw the application.

If a product receives regulatory approval, the approval may be significantly limited to specific diseases and dosages or the indications for use
may otherwise be limited, which could restrict the commercial value of the product. Further, the FDA may require that certain contraindications, warnings or
precautions be included in the product labeling. The FDA may impose restrictions and conditions on product distribution, prescribing, or dispensing in the
form of a REMS, or otherwise limit the scope of any approval. In addition, the FDA may require post marketing clinical trials, sometimes referred to as Phase
IV clinical trials, designed to further assess a biological product’s safety and effectiveness, and testing and surveillance programs to monitor the safety of
approved products that have been commercialized.
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One of the performance goals agreed to by the FDA under the PDUFA is to review 90% of standard BLAs in 10 months from the filing date and
90% of priority BLAs in six months from the filing date, whereupon a review decision is to be made. The FDA does not always meet its PDUFA goal dates
for standard and priority BLAs and its review goals are subject to change from time to time. The review process and the PDUFA goal date may be extended
by three months if the FDA requests or the BLA sponsor otherwise provides additional information or clarification regarding information already provided in
the submission within the last three months before the PDUFA goal date.

Orphan Drug Designation

The FDA may grant orphan drug designation to drugs intended to treat a rare disease or condition that affects fewer than 200,000 individuals in
the United States, or if it affects more than 200,000 individuals in the United States, there is no reasonable expectation that the cost of developing and
marketing the drug for this type of disease or condition will be recovered from sales in the United States. Orphan product designation must be requested
before submitting a BLA. After the FDA grants orphan product designation, the identity of the therapeutic agent and its potential orphan use are disclosed
publicly by the FDA. Orphan product designation does not convey any advantage in or shorten the duration of the regulatory review and approval process.

In the United States, orphan drug designation entitles a party to financial incentives such as opportunities for grant funding towards clinical trial
costs, tax advantages and user-fee waivers. In addition, if a product receives the first FDA approval for the indication for which it has orphan designation, the
product is entitled to orphan drug exclusivity, which means the FDA may not approve any other application to market the same drug for the same indication
for a period of seven years, except in limited circumstances, such as a showing of clinical superiority over the product with orphan exclusivity or where the
manufacturer with orphan exclusivity is unable to assure sufficient quantities of the approved orphan designated product. Competitors, however, may receive
approval of different products for the indication for which the orphan product has exclusivity or obtain approval for the same product but for a different
indication for which the orphan product has exclusivity. Orphan product exclusivity also could block the approval of one of our products for seven years if a
competitor obtains approval of the same biological product as defined by the FDA or if our bispecific antibody candidate is determined to be contained within
the competitor’s product for the same indication or disease. If a drug or biological product designated as an orphan product receives marketing approval for an
indication broader than what is designated, it may not be entitled to orphan product exclusivity.

Expedited Development and Review Programs

The FDA has a Fast Track program that is intended to expedite or facilitate the process for reviewing new biological products that meet certain
criteria. Specifically, new biological products are eligible for Fast Track designation if they are intended to treat a serious or life-threatening disease or
condition and demonstrate the potential to address unmet medical needs for the disease or condition. Fast Track designation applies to the combination of the
product and the specific indication for which it is being studied. The sponsor of a new biologic may request that the FDA designate the biologic as a Fast
Track product at any time during the clinical development of the product. Unique to a Fast Track product, the FDA may consider for review sections of the
marketing application on a rolling basis before the complete application is submitted, if the sponsor provides a schedule for the submission of the sections of
the application, the FDA agrees to accept sections of the application and determines that the schedule is acceptable, and the sponsor pays any required user
fees upon submission of the first section of the application.

Any product submitted to the FDA for marketing, including under a Fast Track program, may be eligible for other types of FDA programs
intended to expedite development and review, such as priority review and accelerated approval. Any product is eligible for priority review if it has the
potential to provide safe and effective therapy where no satisfactory alternative therapy exists or a significant improvement in the treatment, diagnosis or
prevention of a disease compared to marketed products. The FDA will attempt to direct additional resources to the evaluation of an application for a new
biological product designated for priority review in an effort to facilitate the review. Additionally, a product may be eligible for accelerated approval.
Biological products studied for their safety and effectiveness in treating serious or life-threatening illnesses and that provide meaningful therapeutic benefit
over
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existing treatments may be eligible for accelerated approval, which means that they may be approved on the basis of adequate and well-controlled clinical
trials establishing that the product has an effect on a surrogate endpoint that is reasonably likely to predict a clinical benefit, or on the basis of an effect on a
clinical endpoint other than survival or irreversible morbidity or mortality or other clinical benefit, taking into account the severity, rarity, or prevalence of the
condition and the availability or lack of alternative treatments. As a condition of approval, the FDA may require that a sponsor of a biological product subject
to accelerated approval perform adequate and well-controlled post-marketing clinical trials. In addition, the FDA currently requires as a condition for
accelerated approval pre-approval of promotional materials, which could adversely impact the timing of the commercial launch of the product. Fast Track
designation, priority review and accelerated approval do not change the standards for approval but may expedite the development or approval process.

In addition, under the provisions of the Food and Drug Administration Safety and Innovation Act, or FDASIA, enacted in 2012, the FDA
established a Breakthrough Therapy Designation which is intended to expedite the development and review of products that treat serious or life-threatening
diseases or conditions. A breakthrough therapy is defined as a drug that is intended, alone or in combination with one or more other drugs, to treat a serious or
life-threatening disease or condition, and preliminary clinical evidence indicates that the drug may demonstrate substantial improvement over existing
therapies on one or more clinically significant endpoints, such as substantial treatment effects observed early in clinical development. The designation
includes all of the features of Fast Track designation, as well as more intensive FDA interaction and guidance. The Breakthrough Therapy Designation is a
distinct status from both accelerated approval and priority review, but these can also be granted to the same bispecific antibody candidate if the relevant
criteria are met. The FDA must take certain actions, such as holding timely meetings and providing advice, intended to expedite the development and review
of an application for approval of a breakthrough therapy. All requests for breakthrough therapy designation will be reviewed within 60 days of receipt, and
FDA will either grant or deny the request.

Fast Track designation, priority review, accelerated approval and breakthrough therapy designation do not change the standards for approval but
may expedite the development or approval process. Even if we receive one of these designations for our bispecific antibody candidates, the FDA may later
decide that our bispecific antibody candidates no longer meet the conditions for qualification. In addition, these designations may not provide us with a
material commercial advantage.

Post-Approval Requirements

Maintaining substantial compliance with applicable federal, state, and local statutes and regulations requires the expenditure of substantial time
and financial resources. Rigorous and extensive FDA regulation of biological products continues after approval, particularly with respect to cGMP
requirements. We will rely, and expect to continue to rely, on third parties for the production of clinical and commercial quantities of any products that we
may commercialize. Manufacturers of our products are required to comply with applicable requirements in the cGMP regulations, including quality control
and quality assurance and maintenance of records and documentation. Other post-approval requirements applicable to biological products include record-
keeping requirements, reporting of adverse effects, and reporting updated safety and efficacy information.

We also must comply with the FDA’s advertising and promotion requirements, such as those related to direct-to-consumer advertising, the
prohibition on promoting products for uses or in patient populations that are not described in the product’s approved labeling (known as “off-label use”),
industry-sponsored scientific and educational activities, and promotional activities involving the internet. Discovery of previously unknown problems or the
failure to comply with the applicable regulatory requirements may result in restrictions on the marketing of a product or withdrawal of the product from the
market as well as possible civil or criminal sanctions. Failure to comply with the applicable U.S. requirements at any time during the product development
process, approval process or after approval, may subject an applicant or manufacturer to administrative or judicial civil or criminal sanctions and adverse
publicity. FDA sanctions could include refusal to approve pending applications, withdrawal of an approval, clinical hold, warning or untitled letters, product
recalls, product seizures, total or partial suspension of production or distribution, injunctions, fines, refusals of government contracts, mandated corrective
advertising or communications with doctors, debarment, restitution, disgorgement of profits, or civil or criminal penalties.
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Biological product manufacturers and other entities involved in the manufacture and distribution of approved biological products are required to
register their establishments with the FDA and certain state agencies, and are subject to periodic unannounced inspections by the FDA and certain state
agencies for compliance with cGMP requirements and other laws. Accordingly, manufacturers must continue to expend time, money, and effort in the area of
production and quality control to maintain cGMP compliance. In addition, changes to the manufacturing process or facility generally require prior FDA
approval before being implemented and other types of changes to the approved product, such as adding new indications and additional labeling claims, are
also subject to further FDA review and approval.

U.S. Patent Term Restoration and Marketing Exclusivity

Depending upon the timing, duration and specifics of the FDA approval of the use of our bispecific antibody candidates, some of our U.S.
patents may be eligible for limited patent term extension under the Drug Price Competition and Patent Term Restoration Act of 1984, commonly referred to
as the Hatch-Waxman Amendments. The Hatch-Waxman Amendments permit a patent restoration term of up to five years as compensation for patent term
lost during product development and the FDA regulatory review process. However, patent term restoration cannot extend the remaining term of a patent
beyond a total of 14 years from the product’s approval date. The patent term restoration period is generally one-half the time between the effective date of an
IND and the submission date of a BLA plus the time between the submission date of a BLA and the approval of that application, except that the review period
is reduced by any time during which the applicant failed to exercise due diligence. Only one patent applicable to an approved biological product is eligible for
the extension and the application for the extension must be submitted prior to the expiration of the patent and within a 60 day period from the date the product
is first approved for commercial marketing. The U.S. PTO, in consultation with the FDA, reviews and approves the application for any patent term extension
or restoration. In the future, we may apply for restoration of patent term for one of our currently owned patents to add patent life beyond its current expiration
date, depending on the expected length of the clinical trials and other factors involved in the filing of the relevant BLA; however, there can be no assurance
that any such extension will be granted to us.

Biosimilars and Exclusivity

The Biologics Price Competition and Innovation Act of 2009, or BPCIA, created an abbreviated approval pathway for biological products that
are biosimilar to or interchangeable with an FDA-licensed reference biological product. To date, only five biosimilars have been licensed under the BPCIA,
although numerous biosimilars have been approved in Europe. The FDA has issued several guidance documents outlining an approach to review and approval
of biosimilars.

Biosimilarity, which requires that there be no clinically meaningful differences between the biological product and the reference product in terms
of safety, purity, and potency, can be shown through analytical studies, animal studies, and a clinical trial or studies. Interchangeability requires that a product
is biosimilar to the reference product and the product must demonstrate that it can be expected to produce the same clinical results as the reference product in
any given patient and, for products that are administered multiple times to an individual, the biologic and the reference biologic may be alternated or switched
after one has been previously administered without increasing safety risks or risks of diminished efficacy relative to exclusive use of the reference biologic.
However, complexities associated with the larger, and often more complex, structures of biological products, as well as the processes by which such products
are manufactured, pose significant hurdles to implementation of the abbreviated approval pathway that are still being worked out by the FDA.

Under the BPCIA, an application for a biosimilar product may not be submitted to the FDA until four years following the date that the reference
product was first licensed by the FDA. In addition, the approval of a biosimilar product may not be made effective by the FDA until 12 years from the date on
which the reference product was first licensed. During this 12-year period of exclusivity, another company may still market a competing version of the
reference product if the FDA approves a full BLA for the competing product containing the sponsor’s own pre-clinical data and data from adequate and well-
controlled clinical trials to demonstrate the safety, purity and potency of their product. The BPCIA also created certain exclusivity periods for biosimilars
approved as interchangeable products. At this juncture, it is unclear whether products deemed “interchangeable” by the FDA will, in fact, be readily
substituted by pharmacies, which are governed by state pharmacy law.
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A biological product can also obtain pediatric market exclusivity in the United States. Pediatric exclusivity, if granted, adds six months to
existing exclusivity periods and patent terms. This six-month exclusivity, which runs from the end of other exclusivity protection or patent term, may be
granted based on the voluntary completion of a pediatric trial in accordance with an FDA-issued “Written Request” for such a trial.

The BPCIA is complex and only beginning to be interpreted and implemented by the FDA. In addition, recent government proposals have sought
to reduce the 12-year reference product exclusivity period. Other aspects of the BPCIA, some of which may impact the BPCIA exclusivity provisions, have
also been the subject of recent litigation. As a result, the ultimate impact, implementation, and meaning of the BPCIA is subject to significant uncertainty.

FDA Regulation of Companion Diagnostics

We expect that our bispecific antibody candidates may require use of an in vitro diagnostic to identify appropriate patient populations for our
products. These diagnostics, often referred to as companion diagnostics, are regulated as medical devices. In the United States, the FD&C Act and its
implementing regulations, and other federal and state statutes and regulations govern, among other things, medical device design and development,
pre-clinical and clinical testing, premarket clearance or approval, registration and listing, manufacturing, labeling, storage, advertising and promotion, sales
and distribution, export and import, and post-market surveillance. Unless an exemption applies, diagnostic tests require marketing clearance or approval from
the FDA prior to commercial distribution. The two primary types of FDA marketing authorization applicable to a medical device are premarket notification,
also called 510(k) clearance, and premarket approval, or PMA approval. We expect that any companion diagnostic developed for our bispecific antibody
candidates will utilize the PMA pathway.

If use of companion diagnostic is essential to safe and effective use of a drug or biologic product, then the FDA generally will require approval or
clearance of the diagnostic contemporaneously with the approval of the therapeutic product. On August 6, 2014, the FDA issued a final guidance document
addressing the development and approval process for “In Vitro Companion Diagnostic Devices.” According to the guidance, for novel candidates such as our
bispecific antibody candidates, a companion diagnostic device and its corresponding drug or biologic candidate should be approved or cleared
contemporaneously by FDA for the use indicated in the therapeutic product labeling. The guidance also explains that a companion diagnostic device used to
make treatment decisions in clinical trials of a drug generally will be considered an investigational device, unless it is employed for an intended use for which
the device is already approved or cleared. If used to make critical treatment decisions, such as patient selection, the diagnostic device generally will be
considered a significant risk device under the FDA’s Investigational Device Exemption, or IDE, regulations. Thus, the sponsor of the diagnostic device will be
required to comply with the IDE regulations. According to the guidance, if a diagnostic device and a drug are to be studied together to support their respective
approvals, both products can be studied in the same investigational study, if the study meets both the requirements of the IDE regulations and the IND
regulations. The guidance provides that depending on the details of the study plan and subjects, a sponsor may seek to submit an IND alone, or both an IND
and an IDE.

The FDA has generally required companion diagnostics intended to select the patients who will respond to cancer treatment to obtain approval of
a PMA for that diagnostic simultaneously with approval of the therapeutic. The review of these in vitro companion diagnostics in conjunction with the review
of a cancer therapeutic involves coordination of review by the FDA’s Center for Biologics Evaluation and Research and by the FDA’s Center for Devices and
Radiological Health. The PMA process, including the gathering of clinical and pre-clinical data and the submission to and review by the FDA, can take
several years or longer. It involves a rigorous premarket review during which the applicant must prepare and provide the FDA with reasonable assurance of
the device’s safety and effectiveness and information about the device and its components regarding, among other things, device design, manufacturing and
labeling. PMA applications are subject to an application fee. In addition, PMAs for certain devices must generally include the results from extensive
pre-clinical and adequate and well-controlled clinical trials to establish the safety and effectiveness of the device for each indication for which FDA approval
is sought. In particular, for a diagnostic, the applicant must demonstrate that the diagnostic produces reproducible results when
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the same sample is tested multiple times by multiple users at multiple laboratories. As part of the PMA review, the FDA will typically inspect the
manufacturer’s facilities for compliance with the Quality System Regulation, or QSR, which imposes elaborate testing, control, documentation and other
quality assurance requirements.

If the FDA evaluations of both the PMA application and the manufacturing facilities are favorable, the FDA will either issue an approval letter or
an approvable letter, which usually contains a number of conditions that must be met in order to secure the final approval of the PMA, such as changes in
labeling, or specific additional information, such as submission of final labeling, in order to secure final approval of the PMA. If the FDA concludes that the
applicable criteria have been met, the FDA will issue a PMA for the approved indications, which can be more limited than those originally sought by the
applicant. The PMA can include post-approval conditions that the FDA believes necessary to ensure the safety and effectiveness of the device, including,
among other things, restrictions on labeling, promotion, sale and distribution.

If the FDA’s evaluation of the PMA or manufacturing facilities is not favorable, the FDA will deny approval of the PMA or issue a not
approvable letter. A not approvable letter will outline the deficiencies in the application and, where practical, will identify what is necessary to make the PMA
approvable. The FDA may also determine that additional clinical trials are necessary, in which case the PMA approval may be delayed for several months or
years while the trials are conducted and then the data submitted in an amendment to the PMA. Once granted, PMA approval may be withdrawn by the FDA if
compliance with post approval requirements, conditions of approval or other regulatory standards is not maintained or problems are identified following
initial marketing. PMA approval is not guaranteed, and the FDA may ultimately respond to a PMA submission with a not approvable determination based on
deficiencies in the application and require additional clinical trial or other data that may be expensive and time-consuming to generate and that can
substantially delay approval.

After a device is placed on the market, it remains subject to significant regulatory requirements. Medical devices may be marketed only for the
uses and indications for which they are cleared or approved. Device manufacturers must also establish registration and device listings with the FDA. A
medical device manufacturer’s manufacturing processes and those of its suppliers are required to comply with the applicable portions of the QSR, which
cover the methods and documentation of the design, testing, production, processes, controls, quality assurance, labeling, packaging and shipping of medical
devices. Domestic facility records and manufacturing processes are subject to periodic unscheduled inspections by the FDA. The FDA also may inspect
foreign facilities that export products to the United States.

Government Regulation Outside of the United States

In addition to regulations in the United States, we will be subject to a variety of regulations in other jurisdictions governing, among other things,
clinical trials and any commercial sales and distribution of our products. Because biologically sourced raw materials are subject to unique contamination
risks, their use may be restricted in some countries.

Whether or not we obtain FDA approval for a product, we must obtain the requisite approvals from regulatory authorities in foreign countries
prior to the commencement of clinical trials or marketing of the product in those countries. Certain countries outside of the United States have a similar
process that requires the submission of a clinical trial application much like the IND prior to the commencement of human clinical trials. In the European
Union, for example, a CTA must be submitted to each country’s national health authority and an independent ethics committee, much like the FDA and the
IRB, respectively. Once the CTA is approved in accordance with a country’s requirements, clinical trial development may proceed.

The requirements and process governing the conduct of clinical trials, product licensing, pricing and reimbursement vary from country to
country. In all cases, the clinical trials are conducted in accordance with GCP and the applicable regulatory requirements and the ethical principles that have
their origin in the Declaration of Helsinki.

To obtain regulatory approval of an investigational biological product under European Union regulatory systems, we must submit a marketing
authorization application. The application used to file the BLA in the United States is similar to that required in the European Union, with the exception of,
among other things, country-specific
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document requirements. The European Union also provides opportunities for market exclusivity. For example, in the European Union, upon receiving
marketing authorization, new chemical entities generally receive eight years of data exclusivity and an additional two years of market exclusivity. If granted,
data exclusivity prevents regulatory authorities in the European Union from referencing the innovator’s data to assess a generic application. During the
additional two-year period of market exclusivity, a generic marketing authorization can be submitted, and the innovator’s data may be referenced, but no
generic product can be marketed until the expiration of the market exclusivity. However, there is no guarantee that a product will be considered by the
European Union’s regulatory authorities to be a new chemical entity, and products may not qualify for data exclusivity. Products receiving orphan designation
in the European Union can receive ten years of market exclusivity, during this period, no marketing authorization application may be accepted and no
marketing authorization may be granted for a similar medicinal product for the same indication. An orphan product can also obtain an additional two years of
market exclusivity in the European Union for pediatric studies. No extension to any supplementary protection certificate can be granted on the basis of
pediatric studies for orphan indications.

The criteria for designating an “orphan medicinal product” in the European Union are similar in principle to those in the United States. Under
Article 3 of Regulation (EC) 141/2000, a medicinal product may be designated as orphan if (1) it is intended for the diagnosis, prevention or treatment of a
life-threatening or chronically debilitating condition; (2) either (a) such condition affects no more than five in 10,000 persons in the European Union when the
application is made, or (b) the product, without the benefits derived from orphan status, would not generate sufficient return in the European Union to justify
investment; and (3) there exists no satisfactory method of diagnosis, prevention or treatment of such condition authorized for marketing in the European
Union, or if such a method exists, the product will be of significant benefit to those affected by the condition, as defined in Regulation (EC) 847/2000.
Orphan medicinal products are eligible for financial incentives such as reduction of fees or fee waivers and are, upon grant of a marketing authorization,
entitled to ten years of market exclusivity for the approved therapeutic indication. The application for orphan drug designation must be submitted before the
application for marketing authorization. The applicant will receive a fee reduction for the marketing authorization application if the orphan drug designation
has been granted, but not if the designation is still pending at the time the marketing authorization is submitted. Orphan drug designation does not convey any
advantage in, or shorten the duration of, the regulatory review and approval process.

The 10-year market exclusivity may be reduced to six years if, at the end of the fifth year, it is established that the product no longer meets the
criteria for orphan designation, for example, if the product is sufficiently profitable not to justify maintenance of market exclusivity. Additionally, marketing
authorization may be granted to a similar product for the same indication at any time if:
 

 •  the second applicant can establish that its product, although similar, is safer, more effective or otherwise clinically superior;
 

 •  the applicant consents to a second orphan medicinal product application; or
 

 •  the applicant cannot supply enough orphan medicinal product.

For other countries outside of the European Union, such as countries in Eastern Europe, Latin America or Asia, the requirements governing the
conduct of clinical trials, product licensing, pricing and reimbursement vary from country to country. In all cases, again, the clinical trials are conducted in
accordance with GCP and the applicable regulatory requirements and the ethical principles that have their origin in the Declaration of Helsinki.

If we fail to comply with applicable foreign regulatory requirements, we may be subject to, among other things, fines, suspension or withdrawal
of regulatory approvals, product recalls, seizure of products, operating restrictions and criminal prosecution.

Other Healthcare Laws

In addition to FDA restrictions on marketing of pharmaceutical and biological products, other U.S. federal and state healthcare regulatory laws
restrict business practices in the biopharmaceutical industry, which include, but are not limited to, state and federal anti-kickback, false claims, data privacy
and security, and physician payment and drug pricing transparency laws.
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The federal Anti-Kickback Statute prohibits, among other things, any person or entity from knowingly and willfully offering, paying, soliciting,
receiving or providing any remuneration, directly or indirectly, overtly or covertly, to induce or in return for purchasing, leasing, ordering, or arranging for or
recommending the purchase, lease, or order of any item or service reimbursable, in whole or in part, under Medicare, Medicaid or other federal healthcare
programs. The term “remuneration” has been broadly interpreted to include anything of value. The Anti-Kickback Statute has been interpreted to apply to
arrangements between pharmaceutical manufacturers on the one hand and prescribers, purchasers, and formulary managers on the other. Although there are a
number of statutory exceptions and regulatory safe harbors protecting some common activities from prosecution, the exceptions and safe harbors are drawn
narrowly. Practices that involve remuneration that may be alleged to be intended to induce prescribing, purchases, or recommendations may be subject to
scrutiny if they do not meet the requirements of a statutory or regulatory exception or safe harbor. Failure to meet all of the requirements of a particular
applicable statutory exception or regulatory safe harbor does not make the conduct per se illegal under the Anti-Kickback Statute. Instead, the legality of the
arrangement will be evaluated on a case-by-case basis based on a cumulative review of all its facts and circumstances. Several courts have interpreted the
statute’s intent requirement to mean that if any one purpose of an arrangement involving remuneration is to induce referrals of federal healthcare covered
business, the statute has been violated.

Additionally, the intent standard under the Anti-Kickback Statute was amended by the ACA to a stricter standard such that a person or entity
does not need to have actual knowledge of the statute or specific intent to violate it in order to have committed a violation. In addition, the ACA codified case
law that a claim including items or services resulting from a violation of the federal Anti-Kickback Statute constitutes a false or fraudulent claim for purposes
of the federal civil False Claims Act. The majority of states also have anti-kickback laws, which establish similar prohibitions and in some cases may apply to
items or services reimbursed by any third-party payor, including commercial insurers.

The federal false claims and civil monetary penalties laws, including the civil False Claims Act, prohibit any person or entity from, among other
things, knowingly presenting, or causing to be presented, a false, fictitious or fraudulent claim for payment to, or approval by, the federal government,
knowingly making, using, or causing to be made or used a false record or statement material to a false or fraudulent claim to the federal government, or from
knowingly making a false statement to avoid, decrease or conceal an obligation to pay money to the U.S. federal government. A claim includes “any request
or demand” for money or property presented to the U.S. government. Actions under the civil False Claims Act may be brought by the Attorney General or as
a qui tam action by a private individual in the name of the government. Violations of the civil False Claims Act can result in very significant monetary
penalties and treble damages. Several pharmaceutical and other healthcare companies have been prosecuted under these laws for, among other things,
allegedly providing free product to customers with the expectation that the customers would bill federal programs for the product. Other companies have been
prosecuted for causing false claims to be submitted because of the companies’ marketing of products for unapproved (e.g., off-label) uses. In addition, the
civil monetary penalties statute imposes penalties against any person who is determined to have presented or caused to be presented a claim to a federal health
program that the person knows or should know is for an item or service that was not provided as claimed or is false or fraudulent. Many states also have
similar fraud and abuse statutes or regulations that apply to items and services reimbursed under Medicaid and other state programs, or, in several states,
apply regardless of the payor. Given the significant size of actual and potential settlements, it is expected that the government authorities will continue to
devote substantial resources to investigating healthcare providers’ and manufacturers’ compliance with applicable fraud and abuse laws.

The federal Health Insurance Portability and Accountability Act of 1996, or HIPAA, created additional federal criminal statutes that prohibit,
among other actions, knowingly and willfully executing, or attempting to execute, a scheme to defraud any healthcare benefit program, including private
third-party payors, knowingly and willfully embezzling or stealing from a healthcare benefit program, willfully obstructing a criminal investigation of a
healthcare offense, and knowingly and willfully falsifying, concealing or covering up a material fact or making any materially false, fictitious or fraudulent
statement in connection with the delivery of or payment for healthcare benefits, items or services. Similar to the U.S. federal Anti-Kickback Statute, the ACA
broadened the reach of certain criminal healthcare fraud statutes created under HIPAA by amending the intent requirement such that a person or entity does
not need to have actual knowledge of the statute or specific intent to violate it in order to have committed a violation.
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In addition, there has been a recent trend of increased federal and state regulation of payments made to physicians and certain other healthcare
providers. The ACA imposed, among other things, new annual reporting requirements through the Physician Payments Sunshine Act for covered
manufacturers for certain payments and “transfers of value” provided to physicians and teaching hospitals, as well as ownership and investment interests held
by physicians and their immediate family members. Failure to submit timely, accurately and completely the required information for all payments, transfers of
value and ownership or investment interests may result in civil monetary penalties of up to an aggregate of $150,000 per year and up to an aggregate of
$1 million per year for “knowing failures.” Covered manufacturers must submit reports by the 90th day of each subsequent calendar year. In addition, certain
states require implementation of compliance programs and compliance with the pharmaceutical industry’s voluntary compliance guidelines and the relevant
compliance guidance promulgated by the federal government, impose restrictions on marketing practices, and/or tracking and reporting of pricing and
marketing information as well as gifts, compensation and other remuneration or items of value provided to physicians and other healthcare professionals and
entities.

We may also be subject to data privacy and security regulation by both the federal government and the states in which we conduct our business.
HIPAA, as amended by the Health Information Technology for Economic and Clinical Health Act, or HITECH, and their respective implementing
regulations, including the Final HIPAA Omnibus Rule published on January 25, 2013, impose specified requirements relating to the privacy, security and
transmission of individually identifiable health information held by covered entities and their business associates. Among other things, HITECH made
HIPAA’s security standards directly applicable to “business associates,” defined as independent contractors or agents of covered entities that create, receive,
maintain or transmit protected health information in connection with providing a service for or on behalf of a covered entity. HITECH also increased the civil
and criminal penalties that may be imposed against covered entities, business associates and possibly other persons, and gave state attorneys general new
authority to file civil actions for damages or injunctions in federal courts to enforce the federal HIPAA laws and seek attorney’s fees and costs associated with
pursuing federal civil actions. In addition, state laws govern the privacy and security of health information in certain circumstances, many of which differ
from each other in significant ways and may not have the same requirements, thus complicating compliance efforts.

If our operations are found to be in violation of any of such laws or any other governmental regulations that apply to us, we may be subject to
penalties, including, without limitation, administrative, civil and criminal penalties, damages, fines, disgorgement, contractual damages, reputational harm,
diminished profits and future earnings, the curtailment or restructuring of our operations, exclusion from participation in federal and state healthcare programs
and individual imprisonment, any of which could adversely affect our ability to operate our business and our financial results.

To the extent that any of our bispecific antibody candidates, once approved, are sold in a foreign country, we may be subject to similar foreign
laws and regulations, which may include, for instance, applicable post-marketing requirements, including safety surveillance, anti-fraud and abuse laws, and
implementation of corporate compliance programs and reporting of payments or other transfers of value to healthcare professionals.

Coverage and Reimbursement

Significant uncertainty exists as to the coverage and reimbursement status of any pharmaceutical or biological products for which we obtain
regulatory approval. In the United States and markets in other countries, patients who are prescribed treatments for their conditions and providers performing
the prescribed services generally rely on third-party payors to reimburse all or part of the associated healthcare costs. Patients are unlikely to use our products
unless coverage is provided and reimbursement is adequate to cover a significant portion of the cost of our products. Sales of any products for which we
receive regulatory approval for commercial sale will therefore depend, in part, on the availability of coverage and adequate reimbursement from third-party
payors. Third-party payors include government authorities, managed care plans, private health insurers and other organizations.
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In the United States, the process for determining whether a third-party payor will provide coverage for a pharmaceutical or biological product
typically is separate from the process for setting the price of such product or for establishing the reimbursement rate that the payor will pay for the product
once coverage is approved. Third-party payors may limit coverage to specific products on an approved list, also known as a formulary, which might not
include all of the FDA-approved products for a particular indication. A decision by a third-party payor not to cover our bispecific antibody candidates could
reduce physician utilization of our products once approved and have a material adverse effect on our sales, results of operations and financial condition.
Moreover, a third-party payor’s decision to provide coverage for a pharmaceutical or biological product does not imply that an adequate reimbursement rate
will be approved. Adequate third-party reimbursement may not be available to enable us to maintain price levels sufficient to realize an appropriate return on
our investment in product development. Additionally, coverage and reimbursement for new products can differ significantly from payor to payor. One third-
party payor’s decision to cover a particular medical product or service does not ensure that other payors will also provide coverage for the medical product or
service, or will provide coverage at an adequate reimbursement rate. As a result, the coverage determination process will require us to provide scientific and
clinical support for the use of our products to each payor separately and will be a time-consuming process.

In the European Union, governments influence the price of products through their pricing and reimbursement rules and control of national health
care systems that fund a large part of the cost of those products to consumers. Some jurisdictions operate positive and negative list systems under which
products may only be marketed once a reimbursement price has been agreed to by the government. To obtain reimbursement or pricing approval, some of
these countries may require the completion of clinical trials that compare the cost effectiveness of a particular product candidate to currently available
therapies. Other member states allow companies to fix their own prices for medicines, but monitor and control company profits. The downward pressure on
health care costs in general, particularly prescription products, has become very intense. As a result, increasingly high barriers are being erected to the entry
of new products. In addition, in some countries, cross border imports from low-priced markets exert a commercial pressure on pricing within a country.

The containment of healthcare costs has become a priority of federal, state and foreign governments, and the prices of pharmaceutical or
biological products have been a focus in this effort. Third-party payors are increasingly challenging the prices charged for medical products and services,
examining the medical necessity and reviewing the cost-effectiveness of pharmaceutical or biological products, medical devices and medical services, in
addition to questioning safety and efficacy. If these third-party payors do not consider our products to be cost-effective compared to other available therapies,
they may not cover our products after FDA approval or, if they do, the level of payment may not be sufficient to allow us to sell our products at a profit.

Healthcare Reform

A primary trend in the U.S. healthcare industry and elsewhere is cost containment. Government authorities and other third-party payors have
attempted to control costs by limiting coverage and the amount of reimbursement for particular medical products. For example, in March 2010, the ACA was
enacted, which, among other things, increased the minimum Medicaid rebates owed by most manufacturers under the Medicaid Drug Rebate Program;
introduced a new methodology by which rebates owed by manufacturers under the Medicaid Drug Rebate Program are calculated for drugs that are inhaled,
infused, instilled, implanted or injected; extended the Medicaid Drug Rebate Program to utilization of prescriptions of individuals enrolled in Medicaid
managed care plans; imposed mandatory discounts for certain Medicare Part D beneficiaries as a condition for manufacturers’ outpatient drugs coverage
under Medicare Part D; subjected drug manufacturers to new annual fees based on pharmaceutical companies’ share of sales to federal healthcare programs;
and created a new Patient Centered Outcomes Research Institute to oversee, identify priorities in, and conduct comparative clinical effectiveness research,
along with funding for such research.

We expect that other healthcare reform measures that may be adopted in the future, may result in additional reductions in Medicare and other
healthcare findings, more rigorous coverage criteria and lower reimbursement, new payment methodologies and additional downward pressure on the price
that we receive for any approved product. Any reduction in reimbursement from Medicare or other government-funded programs may result in a similar
reduction in payments from private payors. Moreover, recently there has been heightened governmental scrutiny over the manner in which manufacturers set
prices for their marketed products, which have resulted in
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several recent Congressional inquiries and proposed bills designed to, among other things, bring more transparency to product pricing, review the relationship
between pricing and manufacturer patient programs, and reform government program reimbursement methodologies for pharmaceutical and biological
products. Individual states in the United States have also become increasingly aggressive in passing legislation and implementing regulations designed to
control pharmaceutical and biological product pricing, including price or patient reimbursement constraints, discounts, restrictions on certain product access
and marketing cost disclosure and transparency measures, and, in some cases, designed to encourage importation from other countries and bulk purchasing.
The implementation of cost containment measures or other healthcare reforms may prevent us from being able to generate revenue, attain profitability or
commercialize our drugs.

Additionally, on August 2, 2011, the Budget Control Act of 2011 created measures for spending reductions by Congress. A Joint Select
Committee on Deficit Reduction, tasked with recommending a targeted deficit reduction of at least $1.2 trillion for the years 2013 through 2021, was unable
to reach required goals, thereby triggering the legislation’s automatic reduction to several government programs. This included aggregate reductions of
Medicare payments to providers of 2% per fiscal year, which went into effect on April 1, 2013 and, due to subsequent legislative amendments to the statute
will stay in effect through 2025 unless additional Congressional action is taken. On January 2, 2013, the American Taxpayer Relief Act was signed into law,
which, among other things, further reduced Medicare payments to several providers, including hospitals, imaging centers and cancer treatment centers, and
increased the statute of limitations period for the government to recover overpayments to providers from three to five years.

We expect that additional state and federal healthcare reform measures will be adopted in the future, any of which could limit the amounts that
federal and state governments will pay for healthcare products and services, which could result in reduced demand for our products once approved or
additional pricing pressures.

Corporate Social Responsibility

We are committed to conducting our business in compliance with all applicable environmental and workplace health and safety laws and
regulations. We strive to provide a safe and healthy work environment for our employees, senior management, members of the Management Board and
Supervisory Board, consultants of the Company and others temporarily assigned to perform work or services for the Company and to avoid adverse impact
and injury to the environment and the communities in which we conduct our business. Achieving this goal is the responsibility of the Company and all of the
employees, senior management, members of the Management Board and Supervisory Board, consultants of the Company and others temporarily assigned to
perform work or services for the Company jointly.

 
1.4.3 Organizational Structure

We have one wholly-owned subsidiary, Merus US, Inc., which is incorporated in the United States in the State of Delaware.

 
 1.5 Operating and Financial Review and Prospects
 

1.5.1 Operating Results

Overview

We are a clinical-stage immuno-oncology company developing innovative bispecific antibody therapeutics. Our pipeline of full-length human
bispecific antibody candidates, which we refer to as Biclonics, are generated from our technology platform. By binding to two different antigens, or targets,
Biclonics can be designed to simultaneously block receptors that drive tumor cell growth and survival and to mobilize the patient’s immune response by
activating various killer cells to eradicate tumors. In our pre-clinical studies, our bispecific antibody candidates were effective in killing tumor cells, a result
that we believe supports their potential efficacy in the treatment of cancer. In February 2015, we commenced a Phase 1/2 clinical trial of our lead bispecific
antibody candidate, MCLA-128, for the treatment of HER2-expressing solid tumors, and we expect to report top-line results from this trial in the second half
of 2017. In May 2016, we commenced a Phase 1/ clinical trial of our second
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bispecific antibody candidate, MCLA-117, for the treatment of acute myeloid leukemia, or AML. We are also developing MCLA-158 for the potential
treatment of colorectal cancer, and plan to submit a Clinical Trial Application to the European Medicines Agency by the end of 2017 to initiate a Phase  1⁄2
clinical trial in Europe. Additionally, we have several other bispecific antibody candidates in pre-clinical development that bind to combinations of
immunomodulatory molecules.

Since our inception in June 2003, we have devoted a significant portion of our financial resources and efforts to developing our Biclonics
technology platform, identifying potential bispecific antibody candidates and conducting pre-clinical studies and initiating and conducting our clinical trials of
MCLA-128 and MCLA-117. We do not currently have any approved products and have never generated any revenue from product sales. To date, we have
financed our operations through (i) the initial public offering of our common shares, (ii) private placements of equity securities, (iii) upfront, milestone and
expense reimbursement payments received from our collaborators under our research and license agreements, (iv) funding from patient organizations and
governmental bodies and (v) bank and bridge loans. Since our inception, we have raised net proceeds of $53.3 million from the initial public offering of our
common shares, gross proceeds of €171.3 million from private placements of equity securities, received aggregate gross proceeds of €125.9 million from our
collaborators, received €4.2 million in grants from patient organizations and governmental bodies and received €1.5 million in proceeds from bank loan
financings. As of December 31, 2016, we had cash and cash equivalents of €56.9 million.

In December 2016, we entered into a collaboration and license agreement, or the Collaboration Agreement, with Incyte Corporation, or Incyte.
Under the terms of the Collaboration Agreement, we and Incyte agreed to collaborate with respect to the research, discovery and development of bispecific
antibodies utilizing our proprietary bispecific technology platform. The collaboration encompasses up to 11 independent programs, including two of our
current preclinical immuno-oncology discovery programs. In January 2017, upon the Collaboration Agreement becoming effective, Incyte made an upfront
non-refundable payment to us of $120 million. For more on the Collaboration Agreement, see “Collaboration Agreements” below. In connection with the
Collaboration Agreement, we entered into a Share Subscription Agreement, pursuant to which, in January 2017, we issued and sold to Incyte 3,200,000
common shares for an aggregate purchase price of $80.0 million.

In May 2016, we completed the initial public offering of our common shares and issued 6,139,926 common shares, including 639,926 common
shares issued upon the partial exercise of the underwriters of their option to purchase additional shares, for net proceeds to us, after deducting underwriting
discounts and commissions and offering expenses, of $53.3 million.

In August 2015, we entered into a subscription agreement pursuant to which we sold an aggregate of 3,482,550 of our Class C preferred shares to
new and existing investors for aggregate gross proceeds of €41.6 million and our €8.0 million existing convertible bridge loan fully converted into 667,334
Class C preferred shares in connection with the consummation of the first tranche of this private placement. In connection with the initial public offering of
our common shares, all of the Class C preferred shares converted to common shares.

We are a clinical-stage company and have not generated any revenue from product sales. Our ability to generate revenue sufficient to achieve
profitability will depend heavily on the successful development and eventual commercialization of one or more of our bispecific antibody candidates. Since
our inception, we have incurred significant operating losses. For the years ended December 31, 2016 and 2015, we incurred net losses of €47.2 million and
€23.2 million, respectively. As of December 31, 2016, we had an accumulated loss of €107.3 million.

We expect to incur significant expenses and operating losses for the foreseeable future as we advance our bispecific antibody candidates from
discovery through pre-clinical development and into clinical trials, and seek regulatory approval and pursue commercialization of any approved bispecific
antibody candidate. In addition, if we obtain regulatory approval for any of our bispecific antibody candidates, we expect to incur significant
commercialization expenses related to product manufacturing, marketing, sales and distribution. In addition, we may incur expenses in connection with the
in-license or acquisition of additional bispecific antibody candidates. Furthermore, we expect to continue to incur additional costs associated with operating as
a public company, including significant legal, accounting, investor relations and other expenses that we did not incur as a private company.
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As a result, we will need additional financing to support our continuing operations. Until such time as we can generate significant revenue from
product sales, if ever, we expect to finance our operations through a combination of public or private equity or debt financings or other sources, which may
include collaborations with third parties. Adequate additional financing may not be available to us on acceptable terms, or at all. Our inability to raise capital
as and when needed would have a negative impact on our financial condition and our ability to pursue our business strategy. We will need to generate
significant revenue to achieve profitability, and we may never do so.

Based on our current clinical development plans, we expect our existing cash and cash equivalents to last well into 2019. For this assessment, we
have taken into consideration the proceeds from the initial public offering of our common shares, which closed in May 2016, as well as the payments we have
received in 2017 under our collaboration agreement with Incyte Corporation.

 
1.5.2 Collaboration Agreements

As part of our business strategy, we intend to continue to seek strategic collaborations to facilitate the capital-efficient development of our
Biclonics technology platform and to identify potential target combinations in immuno-oncology and other therapeutic areas. We believe that these
collaborations could potentially provide significant funding to advance our bispecific antibody candidate pipeline while allowing us to benefit from the
development expertise of our collaborators.

Incyte Corporation

We have entered into a collaboration and license agreement, or the Collaboration Agreement, with Incyte Corporation, or Incyte. Under the terms
of the Collaboration Agreement, we and Incyte have agreed to collaborate with respect to the research, discovery and development of bispecific antibodies
utilizing our proprietary bispecific technology platform. The collaboration encompasses up to 11 independent programs, including some of our current
preclinical immuno-oncology discovery programs. For one of the current preclinical programs, or Program 1, we retain the exclusive right to develop and
commercialize products and product candidates in the United States, while Incyte has the exclusive right to develop and commercialize products and product
candidates arising from such program outside the United States. For Program 1, we and Incyte will conduct and share equally the costs of mutually agreed
global development activities and will be solely responsible for independent development activities in our respective territories. We have the option to co-fund
development of products arising from one specified program, and subject to certain conditions, to a second specified program, in each case exchange for a
share of profits in the United States, as well as the right to participate in a specified proportion of detailing activities in the United States for one of such
programs. In addition, if Program 1 fails to complete IND-enabling toxicology studies successfully, we will be granted an additional option to co-fund
development of a specified program other than Program 1 in exchange for a share of profits in the United States. If we exercise our co-funding option for a
program, we would be responsible for funding 35% of the associated future global development costs and, for certain of such programs, would be responsible
for reimbursing Incyte for certain development costs incurred prior to the option exercise. All products as to which we have exercised our option to co-fund
development would be subject to joint development plans and overseen by a joint development committee, with Incyte having final determination as to such
plans in cases of dispute.

For each program other than Program 1, where we have not elected to co-fund development or where we do not have such a co-funding option,
Incyte is solely responsible for all costs of global development and commercialization activities. We retain the rights to our bispecific technology platform as
well as clinical and pre-clinical candidates and future programs emerging from our platform that are outside the scope of the Collaboration Agreement.

In January 2017, upon the Collaboration Agreement becoming effective, Incyte made an upfront non-refundable payment to us of $120 million
for the rights granted under the Collaboration Agreement. For each program as to which we do not have commercialization or co-development rights, we are
eligible to receive up to $100 million in future contingent development and regulatory milestones and up to $250 million in commercialization milestones, as
well as tiered royalties ranging from 6% to 10% of global net sales. For each program as to which we have exercised our option to co-fund development, we
are eligible to receive a 50% share of
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profits (or sustain 50% of any losses) in the United States and tiered royalties ranging from 6% to 10% of net sales of products outside of the United States. If
we opt to cease co-funding a program as to which we exercised our co-development option, then we will no longer receive a share of profits in the United
States but will be eligible to receive the same milestones from the co-funding termination date and the same tiered royalties described above with respect to
non-co-developed programs and, depending on the stage at which we choose to cease co-funding development costs, additional royalties ranging up to 4% of
net sales in the United States. For Program 1, for which we retain all commercial rights in the United States, we and Incyte are each eligible to receive tiered
royalties on net sales in the other’s territory at rates ranging from 6% to 10%.

The Collaboration Agreement will continue on a program-by-program basis until we have no royalty payment obligations with respect to such
program or, if earlier, the termination of the Collaboration Agreement or any program in accordance with the terms of the Collaboration Agreement. The
Collaboration Agreement may be terminated in its entirety, or on a program-by-program basis, by Incyte for convenience. The Collaboration Agreement may
also be terminated by either party under certain other circumstances, including material breach, or on a program-by-program basis for patent challenge of
patents under the applicable program, in each case as set forth in the Collaboration Agreement. If the Collaboration Agreement is terminated in its entirety or
with respect to one or more programs, all rights in the terminated programs revert to us, subject to payment to Incyte of a reverse royalty of up to 4% on sales
of future products, if we elect to pursue development and commercialization of products arising from the terminated programs.

In connection with the Collaboration Agreement, we entered into a Share Subscription Agreement with Incyte, pursuant to which, in January
2017, we issued and sold to Incyte 3,200,000 common shares for an aggregate purchase price of $80.0 million.

ONO Pharmaceutical

In April 2014, we entered into a strategic research and license agreement with ONO Pharmaceutical Co., Ltd., or ONO, under which we granted
ONO an exclusive, worldwide, royalty-bearing license to research, test, make, use and market bispecific antibody candidates based on our Biclonics
technology platform with undisclosed targets.

ONO paid us a non-refundable upfront fee of €1.0 million. We are eligible to receive up to an aggregate of €34.0 million in milestone payments
upon achievement of specified research and clinical development milestones. To date, we have achieved two of the specified pre-clinical milestones under
this research and license agreement and have received an aggregate of €1.8 million in milestone payments. For products commercialized under this
agreement, if any, we are also eligible to receive a mid-single digit royalty on net sales. For a designated period, which may include limited time periods
following termination of this agreement, in certain circumstances we and our affiliates are prohibited from researching, developing or commercializing
bispecific antibodies against the undisclosed target combinations that are the subject of this agreement. This research and license agreement will expire after
all milestone payments have been received and all related patent rights have expired, unless terminated earlier. ONO also provides funding for our research
and development activities under an agreed-upon plan. ONO has the right to terminate this agreement at any time for any reason, with or without cause. The
licenses granted to ONO may convert to royalty-free, fully-paid, perpetual licenses if ONO terminates the agreement for uncured material breach.

 
1.5.3 Financial Operations Overview

Revenue

To date, our revenue has consisted principally of license revenue and collaboration revenue and revenue from several government grants,
primarily with respect to research and development activities related to the use of our Biclonics technology in various indication areas. For 2016, and 2015,
all of our license revenue and collaboration revenue was generated under our agreements with ONO. Our research and license agreements comprise elements
of upfront license fees, milestone payments based on development and sales and royalties based on product sales. In addition, our research and license
agreement contemplates our involvement in the ongoing research and development for some of our partnered bispecific antibody candidates, for which ONO
provides funding for the services rendered.
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Our grant income is related to subsidies received from various institutions that support research and development organizations. The grants are
obtained for specific research projects and require upfront application. We currently have three research and development grants for which a total
consideration of €1.4 million was recognized.

We have no products approved for sale. Other than the sources of revenue described above, we do not expect to receive any revenue from any
bispecific antibody candidates that we develop, including MCLA-128 and MCLA-117 and our pre-clinical bispecific antibody candidates, until we obtain
regulatory approval and commercialize such products, or until we potentially enter into collaborative agreements with third parties for the development and
commercialization of such candidates.

Research and Development Costs

Research and development costs consist principally of:
 

 •  salaries for research and development staff and related expenses, including share-based compensation expenses;
 

 •  costs for production of preclinical compounds and drug substances by contract manufacturers;
 

 •  fees and other costs paid to contract research organizations, or CROs, in connection with additional preclinical testing and the
performance of clinical trials;

 

 •  costs of related facilities, materials and equipment;
 

 •  costs associated with obtaining and maintaining patents and other intellectual property; and
 

 •  amortization and depreciation of tangible and intangible fixed assets used to develop our product candidates.

We incur various external expenses under our research and license agreements for material and services consumed in the development of our
partnered bispecific antibody candidates. Under our research and license agreements, ONO reimburses us for these external expenses and compensates us for
time spent on the project by our employees. We recognize these reimbursements and compensation as revenue. External expenses that are not reimbursed are
recognized as research and development expenses in the period in which they are incurred. Government grants are recognized when there is reasonable
assurance that the conditions underlying the grant have been met and that the grant will be received. Government grants to cover research and development
expenses incurred are recognized as revenue proportionally over the periods during which the related research and development expenses are incurred.

We expect our total research and development expenses in 2017 will be approximately €39.9 million and will primarily relate to the following
key programs:
 

 
•  MCLA-128. In February 2015, we commenced a Phase 1/2 clinical trial in Europe of MCLA-128 in patients with HER-2 expressing solid

tumors, including breast cancer, colorectal cancer and ovarian cancer. We anticipate that our research and development expenses will
increase substantially as we continue to enroll patients for the trial.

 

 •  MCLA-117. In May 2016, we commenced a Phase 1 clinical trial in Europe of MCLA-117 in patients with AML. We anticipate that our
research and development expenses will increase substantially in connection with the commencement of this trial.

 

 

•  Other development programs. Our other research and development expenses relate to our pre- clinical studies of our other bispecific
antibody candidates, MCLA-158, MCLA-134 and MCLA- 145, as well as other early research projects. These expenses primarily consist
of costs for production of the pre-clinical compounds and generating clinical grade material as well as costs paid to CROs in conjunction
with pre-clinical studies.
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For the years ended December 31, 2016, and 2015, we spent €19.0 million, and €16.4 million respectively, on research and development costs.
For the same time periods, we spent €6.7 million, and €3.2 million on MCLA-128, respectively, and €3.3 million, and €6.6 million, on MCLA-117,
respectively. Our research and development expenses may vary substantially from period to period based on the timing of our research and development
activities, including due to timing of initiation of clinical trials and enrollment of patients in clinical trials.

Research and development expenses are expected to increase as we advance the clinical development of MCLA-128 and MCLA-117 and further
advance the research and development of our pre-clinical bispecific antibody candidates and other earlier stage products. The successful development of our
bispecific antibody candidates is highly uncertain. At this time, we cannot reasonably estimate the nature, timing and estimated costs of the efforts that will be
necessary to complete the development of, or the period, if any, in which material net cash inflows may commence from, any of our bispecific antibody
candidates. This is due to numerous risks and uncertainties associated with developing drugs, including the uncertainty of:
 

 •  the scope, rate of progress and expense of our research and development activities;
 

 •  clinical trials and early-stage results;
 

 •  the terms and timing of regulatory approvals;
 

 •  the expense of filing, prosecuting, defending and enforcing patent claims and other intellectual property rights; and
 

 •  the ability to market, commercialize and achieve market acceptance for MCLA-128, MCLA-117 or any other bispecific antibody
candidate that we may develop in the future.

Any of these variables with respect to the development of MCLA-128, MCLA-117 or any other bispecific antibody candidate that we may
develop could result in a significant change in the costs and timing associated with the development of MCLA-128, MCLA-117 or such other bispecific
antibody candidate. For example, if the FDA, the EMA or other regulatory authority were to require us to conduct pre-clinical and clinical studies beyond
those which we currently anticipate will be required for the completion of clinical development or if we experience significant delays in enrollment in any
clinical trials, we could be required to expend significant additional financial resources and time on the completion of our clinical development programs.

Management and Administration Costs

Our management and administration costs consist principally of salaries for employees other than research and development staff, including
share-based compensation expenses. We expect that our management and administration costs will increase in the future as our business expands and we
increase our headcount to support the expected growth in our operating activities. In addition, we expect to grant share-based compensation awards to key
management personnel and other employees.

Other Expenses

Other expenses consist principally of:
 

 •  professional fees for auditors and other consulting expenses not related to research and development activities;
 

87



 •  professional fees for legal services, including litigation costs, not related to the protection and maintenance of our intellectual property;
 

 •  cost of facilities, communication and office expenses;
 

 •  information technology services; and
 

 •  amortization and depreciation of tangible and intangible fixed assets not related to research and development activities.

We expect our other expenses will increase in the future as we expand our operating activities and we continue to incur additional costs
associated with operating as a public company. These public company-related increases include costs of additional legal fees, accounting and audit fees,
management board and supervisory board liability insurance premiums and costs related to investor relations.

Finance Income (Expenses)

Finance income consists of interest earned on our cash and cash equivalents. Finance expenses consist primarily of interest accrued on our
outstanding indebtedness.

 
1.5.4 Results of Operations

Comparison of Years Ended December 31, 2015 and 2016

The below table summarizes our results of operations for the years ended December 31, 2015 and 2016.
 

   Year Ended December 31  
   2016    2015  
   (euros in thousands)  
Revenue   € 2,719   € 1,977 
Research and development costs    (18,991)    (16,350) 
Management and administration costs    (4,258)    (768) 
Other expenses    (7,142)    (7,898) 

    
 

    
 

Operating result    (27,672)    (23,039) 
Finance income (expenses)    (19,556)    (145) 

    
 

    
 

Result after taxation    (47,228)    (23,184) 
    

 
    

 

Other comprehensive income    8    —   
    

 
    

 

Total comprehensive loss for the year   €  (47,220)   €  (23,184) 
    

 

    

 

Revenue

Revenue increased €0.7 million during the year ended December 31, 2016 as compared to the year ended December 31, 2015. The increase was
primarily attributable to the €0.7 million increase in grant revenue, mainly related due to additional research activities performed under the FP7 grant, a
research grant provided by the European Union.

Research and Development Costs

Research and development costs increased €2.6 million during the year ended December 31, 2016 as compared to the year ended December 31,
2015. The increase was primarily due to the following:
 

 •  a decrease of €3.9 million related to our MCLA-117 program, due primarily to higher manufacturing costs at our CRO in 2015;
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 •  an increase of €3.5 million in expenses in connection with various pre-clinical and discovery programs; and
 

 •  an increase of €2.1 million related to our MCLA-128 program, due primarily to lower manufacturing costs at our CRO and costs
associated with pre-clinical studies.

 

 •  An increase of €0.9 million relates to additional payroll expenses in research & development due to increased staffing and additional
equity compensation expense.

Management and Administration Costs

Management and administration costs increased €3.5 million during the year ended December 31, 2016 as compared to the year ended
December 31, 2015. The increase was primarily attributable to an increase in employee headcount and compensation-related expenses for non-research and
development personnel, including an increase in share-based compensation.

Other Expenses

Other expenses decreased €0.8 million during the year ended December 31, 2016 as compared to the year ended December 31, 2015. The
decrease was primarily attributable to a decrease of €2.9 million in professional fees for legal services partially offset by an increase of €2.1 million in other
general expenses partially as a result of the IPO.

Finance Income/ (Expenses)

Financial expenses are mainly related to the accounting impact on the financial derivative recognized under the Incyte collaboration. As a result
of the agreement an additional loss of €19.2 million was included related to the revaluation of the obligation to deliver shares to Incyte in 2017. Finance
income increased €0.2 million during the year ended December 31, 2016 as compared to the year ended December 31, 2015, due to a decrease in financial
expense of €0.1 million from the repayment of a bridge loan between our Series B and Series C Preferred Shares, as well as an increase of interest income of
€0.1 million due to improved cash balance.

Critical Accounting Policies and Significant Judgments and Estimates

Our operating and financial review is based on our financial statements, which we have prepared in accordance with IFRS as issued by the EU.
The preparation of these financial statements requires us to make estimates and assumptions that affect the reported amounts of assets and liabilities and the
disclosure of contingent assets and liabilities at the date of the financial statements, as well as the reported revenues and expenses during the reporting
periods. Actual results may differ from these estimates under different assumptions or conditions. There have been no material adjustments to prior period
estimates for any of the periods included in this Annual Report.

Our significant accounting policies are more fully described in the notes to our financial statements appearing elsewhere in this Annual Report.
We believe that the following accounting policies are the most critical to aid you in fully understanding and evaluating our financial condition and results of
operations.

Research and Development

We incur research and development expenses related to our clinical and pre-clinical drug development programs. Expenditure on research
activities is recognized as an expense in the period in which it is incurred.

Research and development expenses (or from the development phase of an internal project) are capitalized if, and only if, all of the following
have been demonstrated:
 

 •  the technical feasibility of completing the intangible asset so that it will be available for use or sale;
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 •  the intention to complete the intangible asset and use or sell it;
 

 •  the ability to use or sell the intangible asset;
 

 •  how the intangible asset will generate probable future economic benefits;
 

 •  the availability of adequate technical, financial and other resources to complete the development and to use or sell the intangible asset;
and

 

 •  the ability to measure reliably the expenditure attributable to the intangible asset during its development.

The above criteria for capitalization of development costs have not been met and therefore, all development expenditures relating to internally
generated intangible assets to date have been expensed when incurred.

As part of the process of preparing our financial statements, we are required to estimate our accrued expenses. This process involves reviewing
quotations and contracts, identifying services that have been performed on our behalf, estimating the level of service performed and the associated cost
incurred for the service when we have not yet been invoiced or otherwise notified of the actual cost. The majority of our service providers invoice us monthly
in arrears for services performed or when contractual milestones are met. We make estimates of our accrued expenses as of each statement of financial
position date in our financial statements based on facts and circumstances known to us at that time. We periodically confirm the accuracy of our estimates
with the service providers and make adjustments if necessary. The significant estimates in our accrued research and development expenses are related to fees
paid to CROs in connection with research and development activities for which we have not yet been invoiced. We base our expenses related to CROs on our
estimates of the services received and efforts expended pursuant to quotes and contracts with CROs that conduct research and development on our behalf.

The financial terms of these agreements are subject to negotiation, vary from contract to contract and may result in uneven payment flows. There
may be instances in which payments made to our vendors will exceed the level of services provided and result in a prepayment of the research and
development expense. In accruing service fees, we estimate the time period over which services will be performed and the level of effort to be expended in
each period. If the actual timing of the performance of services or the level of effort varies from our estimate, we adjust the accrual or prepayment expense
accordingly.

Although we do not expect our estimates to be materially different from amounts actually incurred, our understanding of the status and timing of
services performed relative to the actual status and timing of services performed may vary and could result in us reporting amounts that are too high or too
low in any particular period.

Share-Based Compensation

We maintain share option programs that entitle key management personnel, staff and consultants providing similar services to purchase our
common shares. Under these programs, holders of vested options are entitled to purchase our common shares at the exercise price determined at the date of
grant.

The options granted under the share option programs vest in installments over a four-year period from the grant date. Twenty-five percent of the
options vest on the first anniversary of the vesting commencement date, and the remaining 75% of the options vest in 36 monthly installments for each full
month of continuous service provided by the option holder thereafter, such that 100% of the options shall become vested on the fourth anniversary of the
vesting commencement date. The options granted are exercisable once vested. Options will lapse on the eighth anniversary of the date of grant for options
granted under the 2010 Option Plan and on the tenth anniversary of the date of grant for the options granted under the 2016 Option Plan
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The option exercise price of each option is specified in the applicable notice of grant and equals either the fair market value per common share as
determined at the date of grant or another price determined by our supervisory board when granting the options. Each option is exercisable at such times and
subject to such terms and conditions as specified in the applicable notice of grant. We may, in the event of a change of control of our company, decide to
exchange, cancel and settle in cash and/or accelerate the vesting of the outstanding options or our supervisory board may consider other appropriate steps with
respect to the outstanding options.

Share-based compensation reflects the compensation expense of our share option programs granted to employees or others providing similar
services, which are measured at the grant date fair value of the options. The compensation expense is spread over the vesting period in accordance with each
separate vesting tranche of the options granted, taking into consideration actual and expected forfeitures at each reporting date and at the respective vesting
dates. The grant date fair value share-based compensation is recognized as an expense.

Prior to the IPO, we estimated the fair value of each share option grant using the Black-Scholes option-pricing model for members of our
executive management team, which includes our management board and other key personnel, or a binomial option pricing model for other participants,
including supervisory board members. Service and non-market performance conditions attached to the transactions were not taken into account in measuring
fair value. Following our IPO, we use a binomial option pricing model for all participants. The share based payments compensation expenses has been
adjusted to reflect the use of the binomial option pricing model for all participants.

The assumptions we used to determine the fair value of share options granted are as follows, presented on a weighted average basis:
 

   Year ended December 31,  
   2016   2015  
   Executives   Other   Executives   Other  
Expected volatility (weighted-average)    95.30%   97.15%   94.85%   94.85% 
Expected life (weighted-average)    10 years   8-10 years   4 years   8 years 
Expected dividends    0%   0%   0%   0% 
Risk-free interest rate (based on government bonds)    1.84%-1.86%   0.10%-1.87%   0.16% -0.70%   0.16% -0.70% 

These assumptions represented our best estimates, but the estimates involve inherent uncertainties and the application of our judgment.

The options outstanding at December 31, 2016 had exercise prices in the range of €1.93 to €16.85 per share. On October 5, 2015, we amended
the exercise price of all options granted under the 2010 Option Plan prior to January 2015 to be €1.93 per share to reflect the relative decrease in estimated
fair value for each common share. As a result, we recognized an additional share option expense that was immaterial.

Since we were a private company prior to the closing of the initial public offering of our common shares, company-specific historical and
implied volatility information is not available. Expected volatility was therefore estimated based on the observed daily share price returns of publicly traded
peer companies over a historic period equal to the period for which expected volatility was estimated. The group of comparable listed companies were
publicly traded entities active in the business of developing antibody-based therapeutics, treatments and drugs and were selected taking into consideration the
availability of meaningful trading data history and market capitalization. We will continue to use this group for calculation of expected volatility data until
sufficient historical market data is available for estimating the volatility of our common shares.

Since the options are not transferable, the participants will tend to exercise the options prior to the maturity date. Expected early exercises have
been incorporated in the option valuation by assuming that the participants will exercise the options if the share price increases to two times the exercise price
at a future point in time.
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Valuation of Our Common Shares

Prior to the initial public offering of our common shares, the fair value of our common shares was determined by our management board and
supervisory board, and took into account our most recently available valuation of common shares performed by an independent valuation firm and our
assessment of additional objective and subjective factors we believed were relevant and which may have changed from the date of the most recent valuation
through the date of the grant.

Our management board and supervisory board considered numerous objective and subjective factors to determine their best estimate of the fair
value of our common shares as of each grant date, including:
 

 •  the progress of our research and development programs;
 

 •  achievement of enterprise milestones, including entering into collaboration and licensing agreements, as well as funding milestones;
 

 •  contemporaneous third-party valuations of our common shares for our most recent share issuances;
 

 •  our need for future financing to fund operations;
 

 •  the prices at which we sold our preferred shares and the rights and preferences of our preferred shares and our preferred shares relative to
our common shares;

 

 •  the likelihood of achieving a discrete liquidity event, such as a sale of our company or an initial public offering given prevailing market
conditions;

 

 •  external market and economic conditions impacting our industry sector; and
 

 •  the lack of an active public market for our common shares and our preferred shares.

In determining the fair values of our common shares as of each grant date, three generally accepted approaches were considered: income
approach, market approach and cost approach. In addition, the guidance prescribed by the American Institute of Certified Public Accounts, or AICPA, Audit
and Accounting Practice Aid, Valuation of Privately-Held-Company Equity Securities Issued as Compensation has been considered.

The “prior sale of company stock” method, a form of the market approach, had been applied to estimate the total enterprise value. The prior sale
of company stock method considers any prior arm’s length sales of our equity securities. Considerations factored into the analysis included: the type and
amount of equity sold, the estimated volatility, the estimated time to liquidity, the relationship of the parties involved, the risk-free rate, the timing compared
to the common shares valuation date and the financial condition and our structure at the time of the sale. As such, the value per share was benchmarked to the
external transactions of our securities and external financing rounds. Throughout this period, a number of financing rounds were held, which resulted in the
issuance of preferred shares. The preferred shares were transacted with numerous existing and new investors, and therefore the pricing in these financing
rounds was considered a strong indication of fair value.

Given that there were multiple classes of equity, the hybrid method was applied in order to allocate equity to the various equity classes. The
hybrid method is a hybrid between the probability-weighted expected return method, or PWERM, and the Option Pricing Method, or OPM, which estimates
the probability weighted value across certain exit scenarios, but uses the OPM to estimate the remaining unknown potential exit scenarios. As a part of this
analysis, we estimated cumulative probabilities of 65% and 35% of an initial public offering and for a sale of our company, respectively, from September
2014 onwards. Prior to this date, we estimated cumulative probabilities of 32.5% and 67.5% of an initial public offering and for a sale of our company,
respectively. A discount for lack of marketability, or DLOM, was applied, corresponding to the time to exit under the various scenarios to reflect the increased
risk arising from the inability to readily sell the shares. When assessing the DLOM, the Black-Scholes option pricing model was used. Under this method, the
cost of the put option, which can hedge the price change before the privately held shares can be sold, was considered as the basis to determine the DLOM.
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Upon the commencement of public trading of our common shares in May 2016 in connection with the initial public offering of our common
shares, estimates by our management board and our supervisory board are no longer necessary to determine the fair value of common shares.

Income Taxes

We are subject to income taxes in the Netherlands and the United States. Significant judgment is required in determining the use of net operating
loss carry-forwards and taxation of upfront and milestone payments for income tax purposes. There are many transactions and calculations for which the
ultimate tax determination is uncertain. Where the final tax outcome of these matters is different from the amounts that were initially recorded, such
differences will impact the current and deferred income tax assets and liabilities in the period in which such determination is made.

No tax charge or income was recognized during the reporting periods since we are in a loss-making position and have a history of losses. We
have tax loss carry-forwards of €101.1 million, and €76.5 million as of December 31, 2016, 2015, respectively. As a result of Dutch income tax law, tax loss
carry-forwards are subject to a time limitation of nine years.

Deferred income tax assets are recognized for tax losses and other temporary differences to the extent that the realization of the related tax
benefit through future taxable profits is probable. We recognize deferred tax assets arising from unused tax losses or tax credits only to the extent the relevant
fiscal unity has sufficient taxable temporary differences or if there is convincing other evidence that sufficient taxable profit will be available against which
the unused tax losses or unused tax credits can be utilized by the fiscal unity. Our judgment is that sufficient convincing other evidence is not available and
therefore, a deferred tax asset is not recognized.

In order to promote innovative technology development activities and investments in new technologies, a corporate income tax incentive has
been introduced in Dutch tax law called the “Innovation Box.” For qualifying profits, we effectively owe only 5% income tax, instead of the general tax rate
of 25.0%, which results in an estimated effective tax rate of 10%. The agreement with the tax authorities was originally signed for the years 2011 to 2015 and
was subsequently extended through the year 2019.

Recent Accounting Pronouncements

We refer to Note 4 to our audited financial statements for the year ended December 31, 2016 for a discussion of new standards and interpretations
not yet adopted by us.

 
 1.6 Financial Instruments

Financial Risk Management

The Company is exposed to a variety of financial risks: credit risk, liquidity risk and market risk. The Company’s overall risk management
program seeks to minimize potential adverse effects of these financial risk factors on the Company’s financial performance.

Credit Risk

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial instrument fails to meet its contractual
obligations, and arises principally from the Company’s receivables from customers and investments in debt securities. The carrying amount of financial assets
represents the maximum credit exposure.
 

   2016    2015  
Balance per December 31 in thousands of euros         
Financial asset (derivative)    11,847    —   
Trade receivables    205    —   
Restricted cash    167    218 
Cash and cash equivalents    56,917    32,851 

    
 

    
 

   69,139    33,069 
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At year-end, there is no significant concentration of credit risk at any of the counterparties regarding financial instruments and cash and cash
equivalents. Cash balances are held at banks with credit ratings varying between A and AA.

The ageing of trade and other receivables that were not impaired was as follows:
 

   2016    2015  
Balance per 31 December in thousands of euros         
Neither past due nor impaired    205    —   
Past due    —      —   

    
 

    
 

   205    —   
    

 

    

 

There is no allowance for impairment.

Liquidity Risk

Prudent liquidity risk management implies maintaining sufficient funds and marketable securities.

The following are the remaining contractual maturities of financial liabilities at the reporting date. The amounts are gross and undiscounted, and
include estimated interest payments and excluding the impact of netting agreements:
 
December 31, 2016                       More  
   Carrying       < 12    1 - 2    2 - 5    than 5 
   amount    Total    months   years   years   years  
   (Euros in thousands)  
Non-derivative financial liabilities             
Secured bank loans    486    526    190    181    155    —   
Trade and other payables    5,978    5,978    5,978    —      —      —   

    
 

    
 

    
 

    
 

    
 

    
 

   6,464    6,504    6,168    181    155    —   
    

 

    

 

    

 

    

 

    

 

    

 

December 31, 2015                       More  
   Carrying       < 12    1 - 2    2 - 5    than 5 
   amount    Total    months   years   years   years  
   (Euros in thousands)  
Non-derivative financial liabilities             
Secured bank loans    653    709    193    186    330    —   
Trade and other payables    5,926    5,926    5,926    —      —      —   

    
 

    
 

    
 

    
 

    
 

    
 

   6,579    6,635    6,119    186    330    —   
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The secured bank loans have an interest rate that is fixed until March 2017. The interest payable on the loans in the table above assumes
continuation of this interest rate. These amounts may change as market interest rates change.

Market risk

Market risk is the risk that changes in market prices – such as foreign exchange rates and interest rates – will affect the Company’s income or the
value of its holdings of financial instruments. The objective of market risk management is to manage and control market risk exposures within acceptable
parameters, while optimizing the return.

The Company’s market risk is limited and originates from foreign exchange and interest risks. Foreign exchange risk arises from future
commercial transactions and recognized assets and liabilities in foreign currencies.

Exposure to interest rate risk

The interest rate profile of the Company’s interest-bearing financial instruments is as follows:
 

   Carrying amount  
   2016    2015  
Balance per December 31 in thousands of euros         

Fixed-rate instruments     
Financial liabilities    (486)    (653) 

Variable rate instruments     
Cash and cash equivalents    56,917    32,851 

Due to the limited impact of changes in interest rates on the Company no sensitivity data is provided.

Accounting classifications and fair values

The Company classifies financial assets and financial liabilities into the loans and receivables and other financial liability categories only, with
the exception of the derivative recognized as a result of the Incyte collaboration and share Subscription agreement, we refer to note 24. These financial assets
and financial liabilities are not measured at fair value and as such information on the fair value hierarchy is omitted. The carrying amount of the financial
assets and financial liabilities is a reasonable approximation of the fair value.

The fair value of the derivative related to the Incyte collaboration and share Subscription agreement is recorded using Level 2 inputs. For
determining the fair value the Company has used as valuation technique the Bloomberg forward pricing model. In this valuation the inputs used are related to
the foreign exchange component (spot prices of EUR and USD), closing stock prices of the Company, as well as discount rates to reflect the time value of
money (limited).

 
 1.7 Liquidity and Capital Resources

Sources of Funds

Since our inception in 2003, we have devoted substantially all of our resources to developing our bispecific antibody candidates, building our
intellectual property portfolio, developing our supply chain, business planning, raising capital and providing for general and administrative support for these
operations. We do not currently have any approved products and have never generated any revenue from product sales. To date, we have financed our
operations through the initial public offering of our common shares, private placements of equity securities, upfront, milestone and expense reimbursement
payments received from our collaborators under our research and license agreements, as well as funding from patient organizations, governmental bodies and
bank and bridge loans. Since
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our inception, we have raised net proceeds of $53.3 million from the initial public offering of our common shares, gross proceeds of €171.3 million from
private placements of equity securities, received aggregate gross proceeds of €125.9 million from our collaborators, received €4.2 million in grants from
patient organizations and governmental bodies and received €1.5 million in proceeds from bank loan financings

In December 2005, we entered into a loan and security agreement with Coöperatieve Rabobank Utrechtse Heuvelrug U.A., or Rabobank, which
provided for total borrowings of €1.5 million. Under the loan and security agreement, we were obligated to make monthly payments of €14,000 until
November 2019, the maturity date. The loan bore interest at an annual rate equal to 3.55% until March 31, 2017 at which time the loan was repaid in full. In
connection with our entry into the loan and security agreement, we also provided security to Rabobank in the form of (i) a right of pledge on the account of
€500,000, in our name in a new savings account for the benefit of Rabobank, and (ii) a suretyship (borgstelling) of €1,000,000 in the framework of the Small
and Medium Business Guarantee Decision (Innovative Guaranteed Credit) (Besluit Borgstelling Midden- en Kleinbedrijf (Innovatief Borgstellingskrediet)).
The pledged amount decreased in relation to the outstanding balance of the loans. As of December 31, 2016, an amount of €167,000 (2015: €218,000) has
been included as restricted cash on our statement of financial position in connection with this pledge. The pledge was terminated on March 31, 2017 in
connection with our repayment in full of the loan.

As of December 31, 2016, we had cash and cash equivalents of €56.9 million. In December 2016, we entered into a collaboration and license
agreement, or the Collaboration Agreement, and a share subscription agreement, or the Share Subscription Agreement, with Incyte Corporation, or Incyte. In
January 2017, we received an upfront payment of $120.0 million (€110.2 million) from Incyte pursuant to the Collaboration Agreement and $80.0 million
(€73.5 million) upon the issuance and sale by us of 3.2 million common shares to Incyte pursuant to the Share Subscription Agreement, for total cash
proceeds to us of $200.0 million (€184.4 million).

We have no ongoing material financing commitments, such as lines of credit or guarantees that are expected to affect our liquidity over the next
five years, other than leases.

Cash Flows

The table below summarizes our cash flows for each of the periods presented.
 

   Year Ended December 31,  
   2016    2015  
   (euros in thousands)  
Net cash used in operating activities   € (25,733)   € (23,031) 
Net cash used in investing activities    (408)    (53) 
Net cash from financing activities    50,201    54,367 

    
 

    
 

Net (decrease) increase in cash and cash equivalents   € 24,060   € 31,283 
    

 

    

 

The increase in net cash used in operating activities to €25.7 million for the year ended December 31, 2016 from €22.9 million for the year ended
December 31, 2015 was primarily due to higher research and development expenses and changes in working capital.

The increase in net cash used in investing activities to €0.4 million for the year ended December 31, 2016 from €0.05 million for the year ended
December 31, 2015 was primarily due to an increase in investments in laboratory equipment and office equipment.

The decrease in net cash from financing activities to €50.2 million for the year ended December 31, 2016 from €54.4 million for the year ended
December 31, 2015 was primarily due to the bridge loan financing between the Series B and Series C preferred shares.
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Operating and Capital Expenditure Requirements

We have not achieved profitability since our inception and, as of December 31, 2016, we had an accumulated loss of €107.3 million. We expect
to continue to incur significant operating losses for the foreseeable future as we continue our research and development efforts and seek to obtain regulatory
approval and commercialization of our bispecific antibody candidates.    

We expect our expenses to increase substantially in connection with our ongoing development activities related to MCLA-128 and MCLA-117
and our pre-clinical programs. In addition, we expect to continue to incur additional costs associated with operating as a public company. We anticipate that
our expenses will increase substantially if and as we:
 

 •  conduct the Phase 1/2 clinical trial of MCLA-128, our lead bispecific antibody candidate;
 

 •  conduct the Phase 1 clinical trial of MCLA-117, our second bispecific antibody candidate;
 

 •  continue the research and development of our other bispecific antibody candidates, including completing pre-clinical studies and
commencing clinical trials for our third bispecific antibody candidate, MCLA-158;

 

 •  seek to enhance our technology platform, which generates our pipeline of Biclonics, and discover and develop additional bispecific
antibody candidates;

 

 •  seek regulatory approvals for any bispecific antibody candidates that successfully completes clinical trials;
 

 •  potentially establish a sales, marketing and distribution infrastructure and scale-up manufacturing capabilities to commercialize any
products for which we may obtain regulatory approval;

 

 •  maintain, expand and protect our intellectual property portfolio, including litigation costs associated with defending against alleged patent
infringement claims;

 

 •  add clinical, scientific, operational, financial and management information systems and personnel, including personnel to support our
product development and potential future commercialization efforts and to support our operation as a public company; and

 

 •  experience any delays or encounter any issues any of the above, including but not limited to failed studies, complex results, safety issues
or other regulatory challenges.
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Based on our current clinical development plans, we expect our existing cash and cash equivalents to last well into 2019. For this assessment, we
have taken into consideration the proceeds from the initial public offering of our common shares, which closed in May 2016, as well as the payments we have
received in 2017 under our collaboration agreement with Incyte Corporation. In December 2016, we entered into the Collaboration Agreement and Share
Subscription Agreement with Incyte. In January 2017, we received an upfront payment of $120.0 million (€110.2 million) from Incyte pursuant to the
Collaboration Agreement and $80.0 million (€73.5 million) upon the issuance and sale by us of 3.2 million common shares to Incyte pursuant to the Share
Subscription Agreement, for total cash proceeds to us of $200.0 million (€187.0 million). In our opinion, our working capital is sufficient for our present
requirements. We have based this estimate on assumptions that may prove to be wrong, and we may use our available capital resources sooner than we
currently expect. Because of the numerous risks and uncertainties associated with the development of MCLA-128, MCLA-117 and our pre-clinical programs
and because the extent to which we may enter into collaborations with third parties for development of these bispecific antibody candidates is unknown, we
are unable to estimate the amounts of increased capital outlays and operating expenses associated with completing the research and development of our
bispecific antibody candidates. Our future capital requirements for MCLA-128, MCLA-117 or our pre-clinical programs will depend on many factors,
including:    
 

 •  the progress, timing and completion of pre-clinical testing and clinical trials for our current or any future bispecific antibody candidates;
 

 •  the number of potential new bispecific antibody candidates we identify and decide to develop;
 

 •  the costs involved in growing our organization to the size needed to allow for the research, development and potential commercialization
of our current or any future bispecific antibody candidates;

 

 •  the costs involved in filing patent applications and maintaining and enforcing patents or defending against claims or infringements raised
by third parties;

 

 •  the time and costs involved in obtaining regulatory approval for our bispecific antibody candidates and any delays we may encounter as a
result of evolving regulatory requirements or adverse results with respect to any of these bispecific antibody candidates;

 

 •  any licensing or milestone fees we might have to pay during future development of our current or any future bispecific antibody
candidates;

 

 •  selling and marketing activities undertaken in connection with the anticipated commercialization of our current or any future bispecific
antibody candidates and costs involved in the creation of an effective sales and marketing organization; and

 

 •  the amount of revenues, if any, we may derive either directly or in the form of royalty payments from future sales of our bispecific
antibody candidates, if approved.

Identifying potential bispecific antibody candidates and conducting pre-clinical testing and clinical trials is a time-consuming, expensive and
uncertain process that takes years to complete, and we may never generate the necessary data or results required to obtain marketing approval and achieve
product sales. In addition, our bispecific antibody candidates, if approved, may not achieve commercial success. Our commercial revenues, if any, will be
derived from sales of products that we do not expect to be commercially available for many years, if ever. Accordingly, we will need to obtain substantial
additional funds to achieve our business objectives.

Adequate additional funds may not be available to us on acceptable terms, or at all. To the extent that we raise additional capital through the sale
of equity or convertible debt securities, your ownership interest will be diluted, and the terms of these securities may include liquidation or other preferences
that adversely affect your rights as a shareholder. Additional debt financing and preferred equity financing, if available, may involve agreements that include
covenants limiting or restricting our ability to take specific actions, such as incurring additional debt, making capital expenditures or declaring dividends and
may require the issuance of warrants, which could potentially dilute your ownership interest.
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If we raise additional funds through collaborations, strategic alliances or licensing arrangements with third parties, we may have to relinquish
valuable rights to our technologies, future revenue streams, research programs or bispecific antibody candidates or grant licenses on terms that may not be
favorable to us. If we are unable to raise additional funds through equity or debt financings when needed, we may be required to delay, limit, reduce or
terminate our product development programs or any future commercialization efforts or grant rights to develop and market bispecific antibody candidates that
we would otherwise prefer to develop and market ourselves.

Solvency

The solvency ratio calculated as total equity divided by total of equity and liabilities amounted to 47.2% compared to 79.7% in prior year. The
solvency was negatively impacted due to the derivative that was recognized in relation to the collaboration agreement with Incyte as was disclosed in Note 24
to the consolidated financial statements.

 
 1.8 Trend Information

Other than as disclosed elsewhere in this Annual Report, we are not aware of any trends, uncertainties, demands, commitments or events that are
reasonably likely to have a material adverse effect on our net revenues, income from continuing operations, profitability, liquidity or capital resources, or that
would cause the disclosed financial information to be not necessarily indicative of future operating results or financial conditions. For more information, see
“Item 4.B.—Business Overview,” “Item 5.A.—Operating Results,” and “Item 5.B.—Liquidity and Capital Resources.”

 
 1.9 Off-Balance Sheet Arrangements

During the periods presented, we did not and do not currently have any off-balance sheet arrangements.

We lease approximately 11,130 square feet of office and laboratory space in Utrecht, the Netherlands. This facility serves as our corporate
headquarters and central laboratory facility. The lease for this space expires on April 22, 2021. We also plan to lease office space in Boston, Massachusetts to
serve as our U.S. headquarters; however, no lease has been entered into at this time.

The table below summarizes our contractual obligations at December 31, 2016.
 
   Payments Due by Period  

   Total    

Less
than 1
year    

1-3
years    

3-5
years    

More
than 5
years  

   (euros in thousands)  
Operating lease obligations(1)   € 2,321   € 423   € 966   € 932   € —   
Debt obligations(2)   € 526   € 190   € 181   € 155   € —   

    
 

    
 

    
 

    
 

    
 

Total   €  2,847   €  613   €    1,147   €  1,087   €  —   
    

 

    

 

    

 

    

 

    

 

 
(1) Amounts in the table reflect payments due for our office and laboratory facility in Utrecht, Netherlands.
(2) Reflects the contractually required principal and interest payments payable pursuant to our security and loan agreement with Rabobank On March 31,

2017, we repaid the loan in full and have no continuing obligations under the security and loan agreement.
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 1.10 Directors, Senior Management and Employees

The following table presents information about our management board, key employees and supervisory board, including their ages as of the date
of this Annual Report:
 

Name   Age   Gender    Nationality    Position
Management Board Members         
Ton Logtenberg, Ph.D.    58    Male     Dutch    Chief Executive Officer
Shelley Margetson    46    Female    British    Chief Operating Officer

Key Employees         
John Crowley    43    Male     U.S    Chief Financial Officer
Hui Liu, Ph.D.    44    Male     U.S    Chief Business Officer
L. Andres Sirulnik, M.D, Ph.D.    50    Male     U.S    Chief Medical Officer
Mark Throsby, Ph.D.    50    Male     Australian    Chief Scientific Officer

Supervisory Board Members         
Mark Iwicki    50    Male     U.S.    Chairman of the Board
Wolfgang Berthold, Ph.D.    70    Male     German/U.S    Member
Lionel Carnot    49    Male     French/Swiss   Member
John de Koning, Ph.D.    48    Male     Dutch    Member
Anand Mehra, M.D.    41    Male     U.S.    Member
Jack Nielsen    53    Male     Danish    Member
Gregory Perry    56    Male     U.S.    Member

Unless otherwise indicated, the current business addresses for the members of our management board and supervisory board is c/o Merus N.V.,
Yalelaan 62, 3584 CM Utrecht, The Netherlands.

The management board positions are evenly divided between men and women. The Company is making an effort to increase the number of
women on the supervisory board, and is intending to focus on female candidates for supervisory positions. The main focus will continue to be on ensuring
that those persons best qualified for a position on the supervisory board, irrespective of their gender, are nominated.

Board Structure

We have a two-tier board structure consisting of a management board (raad van bestuur) and a separate supervisory board (raad van
commissarissen).
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Management Board

The management board is in charge of managing the company under the supervision of the supervisory board. Pursuant to our Articles of
Association, the supervisory board determines the number of management board members and nominates members for shareholder approval at a general
meeting of shareholders. Under our Articles of Association, such nomination is binding, but shareholders may resolve to render the nomination to be
non-binding by the vote of a majority of a quorum, consisting of at least two-thirds of the votes cast representing more than half of the issued share capital. If
a nomination is rendered non-binding, a new nomination shall be made each time by the supervisory board. Shareholders may suspend or remove any
management board member at a general meeting. In addition, the supervisory board may at any time suspend a management board member, and such
suspension can be lifted by shareholders at a general meeting.

Our Articles of Association provide that the management board shall draw up rules concerning the organization, decision-making and other
internal matters of the management board. In performing their duties, the management board members are required to observe and comply with such rules.

The following is a brief summary of the business experience of the members of our management board.

Ton Logtenberg, Ph.D. has served as our Chief Executive Officer and a management board member since co-founding our company in June
2003. Prior to joining Merus, Dr. Logtenberg co-founded Crucell N.V., a biotechnology company specializing in vaccines and biopharmaceutical technology,
and served as its executive vice president and chief scientific officer from July 2000 until November 2003. Dr. Logtenberg has served as a member of the
board of directors of the Jenner Foundation since 2008 and a member of the board of directors of Utrecht Science Park since November 2014. Dr. Logtenberg
holds a Ph.D. in medical biology from Utrecht University.

Shelley Margetson has served as our Chief Operating Officer since November 2016 and a management board member since June 2012. From
October 2010 to November 2016, Ms. Margetson served as our Chief Financial Officer. Her responsibilities include human resources, legal and internal
operations. Prior to joining Merus, from June 2006 to October 2010, Ms. Margetson served as vice president of finance of PanGenetics B.V., a therapeutic
antibody development company that specializes in research of antibodies. Ms. Margetson has worked in the biotechnology industry since 2001 for companies
located in the United Kingdom, France and the Netherlands. Ms. Margetson holds a B.A. in business economics from the Higher Economics School, is an
Associate of the Chartered Institute of Management Accountants, and holds the Chartered Global Management Accountants designation.

Key Employees

The following is a brief summary of the business experience of certain of our key employees.

John Crowley has served as our Chief Financial Officer since November 2016. His responsibilities include accounting, financial planning and
analysis, tax, treasury and investor relations. From September 2013 to November 2016, he served as Corporate Senior Vice President, Corporate Controller
and Chief Accounting Officer of Charles River Laboratories, Inc., a pre-clinical and clinical service provider for the pharmaceutical industry. Prior to Charles
River Laboratories, he was the Vice President, Corporate Controller and Chief Accounting Officer of Ironwood Pharmaceuticals, Inc. from March 2012 to
September 2013, and held senior corporate finance positions at Vertex Pharmaceuticals, Inc. from April 2010 to March 2012, and Sunovian Pharmaceuticals,
Inc. from April 2008 to April 2010. Mr. Crowley holds B.S. degrees in both economics and accountancy from Babson College and is a Certified Public
Accountant.

Hui Liu, Ph.D. has served as our Chief Business Officer since December 2015. His responsibilities include all aspects of business development,
including in- and out- licensing, acquisitions and alliance management. Prior to joining Merus, Dr. Liu served as Vice President and Global Head, Business
Development & Licensing, Oncology at Novartis AG, a pharmaceutical company, from 2013 to 2015, and as Vice President and Global Head, Business
Development & Licensing, Vaccines & Diagnostics, from 2009 to 2012. Prior to Novartis, Dr. Liu held various management positions at Pfizer, Inc., a
pharmaceutical company, from 2004 to 2009 and at Pfizer, Inc. and its
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predecessor company Warner-Lambert from 1997 to 2001. From 2001 to 2004, Dr. Liu was an investment banker at Goldman Sachs and Citigroup. Dr. Liu
holds a Ph.D. in molecular biology and an M.B.A. in finance from the University of Michigan and a B.S. in biology from Peking University.

Andres Sirulnik, M.D., Ph.D. has served as our Chief Medical Officer since October 2016. His responsibilities include clinical strategy and
development. Prior to joining Merus, Dr. Sirulnik was at Novartis Pharmaceuticals from 2008 to 2016, most recently serving as Vice President – Senior
Global Clinical Program Head and Research Physician in Oncology Clinical Development. From 2003 to 2008, Dr. Sirulnik was an attending physician in the
leukemia program at Dana Farber Cancer Institute and Instructor in Medicine at Harvard Medical School where he focused his research and clinical work in
rare hematologic malignancies. Dr. Sirulnik received his medical degree from the University of Buenos Aires, Argentina, and his Ph.D. in medicine and
molecular biology at the University of Cambridge, England.

Mark Throsby, Ph.D. has served as our Chief Scientific Officer since January 2013 and previously served as our Chief Operating Officer from
October 2008 to January 2013. His responsibilities include strategic scientific leadership, management of discovery, pre-clinical research and translational
research, business development support, external collaborations and partnerships management. Before joining Merus, from October 2000 to October 2008, he
served as a senior scientist and then as director of antibody discovery for Crucell N.V., a biotechnology company specializing in vaccines and
biopharmaceutical technology. Dr. Throsby holds a Ph.D. in neuro-immunology from Monash University.

Supervisory Board

Our supervisory board supervises the management board and the general course of affairs of the company. The supervisory board gives advice to
the management board and is guided by the interests of the business when performing its duties. The management board communicates regularly with the
supervisory board. Members of the supervisory board are appointed by shareholders at a general meeting upon a binding nomination of the supervisory board.
The nominating and corporate governance committee of the supervisory board recommends members for nomination to the supervisory board. The members
of the supervisory board are not authorized to represent us in dealings with third parties.

Our supervisory board must consist of at least three members, up to a maximum of seven members. A supervisory board member must be an
individual. The supervisory board determines the number of supervisory board members pursuant to our Articles of Association. The general meeting
appoints our supervisory board members at general meetings of shareholders and may at any time suspend or remove any supervisory board member. The
general meeting can only appoint a supervisory board member upon a binding nomination of the supervisory board. The general meeting may resolve to
render the nomination to be non-binding by a majority of at least two-thirds of the votes cast representing more than half of the issued share capital. If a
nomination is rendered non-binding, a new nomination shall be made each time by the supervisory board. If the nomination comprises one candidate for a
vacancy, a resolution concerning the nomination will result in the appointment of the candidate, unless the nomination is rendered non-binding.

The term of appointment of our supervisory board members is up to four years. Supervisory board members may be re-appointed twice for
additional terms of four years each.

Currently, certain members of our supervisory board are not independent within the means of the DCGC. These supervisory board members are
Lionel Carnot, John de Koning, Anand Mehra and Jack B. Nielsen. These supervisory board members are representatives of (and/or employed by) some of
our shareholders. We have the intention to increase the number of independent members on our supervisory board over time.

The supervisory board meets as often as a supervisory board member deems necessary or as often as the management board shall request. At a
meeting of the supervisory board, each supervisory board member has a right to cast one vote. All resolutions by the supervisory board are adopted by an
absolute majority of the votes cast. In the event the votes are equally divided, the chairman has the deciding vote. A supervisory board member may grant
another supervisory board member a written proxy to represent him at the meeting, but a supervisory board member cannot represent more than one
supervisory board member.
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Our supervisory board can pass resolutions outside of meetings, provided that (i) the resolution is adopted in writing, (ii) all supervisory board
members are familiar with the resolution to be passed and (iii) there are no objections to this decision making process.

There is no retirement age requirement for our supervisory board under our Articles of Association.

Our Articles of Association provide that our supervisory board shall draw up rules concerning the organization, decision-making and other
internal matters of the supervisory board and its committees. In performing their duties, the supervisory board members are required to observe and comply
with such rules.

The following is a brief summary of the business experience of our supervisory board members.

Mark Iwicki serves as Chairman of our supervisory board and has been a member of the supervisory board since June 2015. Mr. Iwicki also
serves as the chief executive officer and chairman of the board of directors of Kala Pharmaceuticals, Inc. and as a member of the boards of directors of
Aimmune Therapeutics, Inc., Nimbus Therapeutics, TARIS Biomedical and Oxeia Biopharmaceuticals. In addition, Mr. Iwicki has served on the board of the
Wellesley Youth Hockey Association. Mr. Iwicki served as president and chief executive officer and a member of the board of directors of Civitas
Therapeutics, Inc. from January 2014 until its acquisition by Acorda Therapeutics, Inc. in October 2014. From December 2012 to January 2014, Mr. Iwicki
served as president and chief executive officer and director at Blend Therapeutics, Inc. From 2007 to June 2012, Mr. Iwicki was president and chief executive
officer and director of Sunovion Pharmaceuticals, Inc., formerly Sepracor, Inc. Mr. Iwicki holds an M.B.A. from Loyola University.

Wolfgang Berthold, Ph.D. has been a member of the supervisory board since September 2010. Dr. Berthold has held senior positions at
Boehringer Ingelheim, GMBH, and BiogenIdec International, CH (now Biogen, Inc.), where he was responsible for various aspects of manufacturing
operations, process development and facilities and engineering. He has over 30 years of experience in the industry. Since 2011, Dr. Berthold has served as
president of Berthold BioPharm Consulting GmbH, Switzerland, a biotechnology consulting company. From February 2000 until March 2011, Dr. Berthold
held positions of increasing seniority at BiogenIdec International, CH, including serving as its Chief Technology Officer. During that time, Dr. Berthold also
served on the executive board of BiogenIdec International GMBH from February 2009 until his retirement in March 2011. Dr. Berthold holds a Ph.D. in
biochemistry from the University of London.

Lionel Carnot was nominated to serve as a member of the supervisory board by Bay City Capital Coöperatief U.A., one of our shareholders, and
has been a member of the supervisory board since January 2010. Mr. Carnot is a managing director at Bay City Capital LLC, a global life sciences investment
firm, a position he has held since March 2005. Mr. Carnot currently serves on the boards of directors of Tallikut Pharmaceuticals and Interleukin Genetics,
Inc. Mr. Carnot holds an M.B.A. with distinction from INSEAD and an M.S. with honors in molecular biology from the University of Geneva.

John de Koning, Ph.D. was nominated to serve on the supervisory board by Coöperatief LSP IV U.A., one of our shareholders, and has been a
member of the supervisory board since January 2010. Dr. de Koning has been a partner at Life Sciences Partners since January 2006. Dr. de Koning currently
serves on the boards of several private companies. Previously, he served on the supervisory boards of BMEYE (acquired by Edwards Lifesciences), Prosensa
(acquired by BioMarin) and Skyline Diagnostics, and as a non-executive director on the boards of arGEN-X, Pronota (now MyCartis) and Innovative
Biosensors Inc. Dr. de Koning holds an M.Sc. in medical biology from Utrecht University and a Ph.D. in oncology from the Erasmus University Rotterdam.

Anand Mehra, M.D. was nominated to serve on the supervisory board by Sofinnova Venture Partners IX, L.P., one of our shareholders, and has
been a member of the supervisory board since August 2015. Dr. Mehra has been with Sofinnova Ventures since 2007, most recently holding the position of a
general partner where he focuses on working with entrepreneurs to build drug development companies. He has led the firm’s investments in Vicept
Therapeutics (acquired by Allergan), Aerie Pharmaceuticals, Inc., Aclaris Therapeutics, Inc., and Prothena Corporation PLC. He currently serves as a member
of the boards of directors of Spark Therapeutics, Inc., Aclaris Therapeutics, Inc. and Marinus Pharmaceuticals Inc. as well as on the boards of several private
companies. Dr. Mehra holds his M.D. from Columbia University’s College of Physicians and Surgeons.
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Jack B. Nielsen was nominated to serve on the supervisory board by Novo A/S, one of our shareholders, and has been a member of the
supervisory board since August 2015. Mr. Nielsen has worked within Novo A/S and its venture activities since 2001 in several roles. Novo A/S is a Denmark
limited liability company that manages investments and financial assets. Since January 2016, Mr. Nielsen has been employed by Novo A/S as a senior
partner. From 2012 through 2015, he was employed as a partner at Novo A/S, and from 2006 to 2012, Mr. Nielsen was employed as a partner by, and helped
establish, Novo Ventures (US) Inc., which provides certain consultancy services to Novo A/S. Mr. Nielsen previously served as a member of the board of
directors of Akebia Therapeutics, Inc. from 2013 to June 2015. He currently serves on the board of directors of a number of private companies in the
biopharmaceutical and biotechnology industries. Mr. Nielsen holds an M.Sc. in chemical engineering and an M.S. in management of technology from the
Technical University of Denmark.

Gregory Perry has been a member of the supervisory board since May 2016. Mr. Perry has been the Chief Financial and Administrative Officer
of Aegerion Pharmaceuticals, Inc., a biopharmaceutical company, since July 2015. Prior to joining Aegerion Pharmaceuticals, Mr. Perry served as Chief
Financial and Business Officer of Eleven Biotherapeutics, Inc., a biopharmaceutical company, from December 2013 to July 2015, as interim Chief Financial
Officer of InVivo Therapeutics Holding Corp., a biotechnology company, from September 2013 to December 2013, and as Chief Financial Officer of
ImmunoGen, Inc., a biopharmaceutical company, from January 2009 to September 2013. Mr. Perry served as a director of Ocata Therapeutics, Inc. from
December 2011 to February 2016, when it was acquired by Astellas Pharma Inc. Mr. Perry holds a B.A. in economics and political science from Amherst
College.

Family Relationships

There are no family relationships among any of the members of our supervisory board, members of our management board and our key
employees.

Compensation of Management Board Members

The following table sets forth the approximate remuneration paid during our 2016 fiscal year to our management board members.
 

Name and Principal Position   Salary    
Option

Awards (1)    

Non-Equity
Incentive Plan
Compensation   

All Other
Compensation(2)   Total  

Ton Logtenberg, Ph.D.
Chief Executive Officer   

€  369,204 
  

€  907,236 
  

€   147,680 
  

€   17,717 
  

€  1,441,837 

Shelley Margetson
Chief Operating Officer   

€ 198,987 
  

€ 164,547 
  

€ 84,000 
  

€ 6,152 
  

€ 453,686 

 
(1) Amount shown represents the aggregate option cost recognized in the consolidated statement of profit or loss. For a description of the assumptions used

in valuing these awards, see note 14 to our financial statements included elsewhere in this Annual Report. During 2016, no options to purchase
common shares were granted to our management board members.

(2) Amount shown represents pension contributions made by us.

Remuneration Policy of Management Board Members

In connection with our initial public offering, the shareholders adopted our policy concerning the compensation of the management board
members in accordance with the relevant statutory requirements of Dutch law. Pursuant to this policy, the compensation of the management board members is
determined by the supervisory board, with assistance from the compensation committee, pursuant to our Articles of Association and Dutch law.

The remuneration policy for the management board members provides the supervisory board with a framework within which the supervisory
board determines the remuneration of the management board members, which consists of base compensation, short-term incentive compensation, long-term
equity incentive compensation under our 2016 Incentive Award Plan, or the 2016 Plan, and pension benefits, each as further described below.
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Base Compensation

We pay our management board members a base salary to compensate them for the satisfactory performance of services rendered to our company.
Base salary is intended to provide a fixed component of compensation reflecting the executive’s level of responsibility and performance. Our management
board members’ base salaries for 2016 are set forth in the table above entitled “Compensation of Management Board Members.”

Short-Term Incentive Plan

We maintain a short-term incentive plan pursuant to which we may grant our employees, including our management board members, incentive
cash bonuses based upon corporate and/or individual performance. The remuneration policy for the management board members currently provides that the
annual cash bonuses will be based upon the achievement of set financial targets, non-financial and personal goals and company milestones for the period.
Achievement of the targets are measured following year-end and the actual bonus amounts are determined by the supervisory board.

The corporate objectives set for 2016 pursuant to our short-term incentive plan accounted for 60% of the management board members’ bonus
opportunity and were generally related to clinical developments, intellectual property, business developments and funding initiatives. Individual objectives are
established annually for each management board member and, in 2016, accounted for 40% of the management board members’ bonus opportunity. The actual
bonus amounts paid to our management board members for 2016 are set forth in the table above entitled “Compensation of Management Board Members”.

Long-Term Incentive Plans

2010 Option Plan

In 2010, we established the Merus B.V. 2010 Employee Option Plan, or the 2010 Option Plan, under which certain participants (key management
personnel, including our management board members and key employees, supervisory board members, staff and consultants) were granted the right to acquire
(non-voting) depositary receipts, or Depositary Receipts, issued in respect of our common shares and/or cash settled instruments the value of which was
linked to our common shares. Under these programs, holders of vested options were entitled to purchase Depositary Receipts for shares at the exercise price
determined at the date of grant.

Upon the exercise or award or vesting of a non-cash settled award under the 2010 Option Plan, common shares were issued to the Foundation.
The purpose of the Foundation was to facilitate administration of share-based compensation awards and pool the voting interests of the underlying shares. The
Foundation thereupon granted a Depositary Receipt for each issued common share to the person entitled to such common share under an award. The
Depositary Receipt holder was entitled to any dividends or other distributions paid on the shares for which the Depositary Receipts were granted. The voting
rights attached to the shares were exercised by the Foundation at its own discretion. The Depositary Receipt holders did not have meeting rights: they were
not entitled to attend a general meeting of shareholders or to cast a vote.

In connection with our initial public offering, we transferred the common shares held by the Foundation to the relevant depositary holders and
cancelled the corresponding Depositary Receipts. The Foundation was then dissolved and deregistered. Furthermore, we amended the 2010 Option Plan to
reflect that an option entails the right of the holder to purchase common shares rather than Depositary Receipts.

The options granted under the 2010 Option Plan vest in installments over a four-year period from the grant date. 25% of the options vest on the
first anniversary of the vesting commencement date, and the remaining 75% of the options vest in 36 monthly installments for each full month of continuous
service provided by the option holder thereafter, such that 100% of the options shall become vested on the fourth anniversary of the vesting commencement
date. The options granted are exercisable once vested. Options will lapse on the eighth anniversary of the date of grant.
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Following our initial public offering, we no longer make grants under the 2010 Option Plan. However, the 2010 Option Plan continues to govern
the terms and conditions of the outstanding awards granted under it.

2016 Incentive Award Plan

In connection with our initial public offering, we adopted and our shareholders approved the 2016 Plan under which we may grant cash and
equity-based incentive awards to eligible service providers, including our management board members, in order to attract, retain and motivate the persons
who make important contributions to our company.

The material terms of the 2016 Plan are summarized below.

Eligibility and Administration

Our employees, consultants, management board members and supervisory board members, and employees and consultants of our subsidiaries, if
any, are eligible to receive awards under the 2016 Plan. The 2016 Plan is administered by our supervisory board with respect to members of the management
board and by our management board with respect to any other service providers who are not members of the supervisory board, each of which may delegate
its duties and responsibilities to one or more committees of our supervisory board, management board and/or officers (referred to collectively as the plan
administrator below), subject to the limitations imposed under the 2016 Plan, our Articles of Association and applicable laws. The plan administrator has the
authority to take all actions and make all determinations under the 2016 Plan, to interpret the 2016 Plan and award agreements and to adopt, amend and repeal
rules for the administration of the 2016 Plan as it deems advisable. The plan administrator also has the authority to determine which eligible service providers
receive awards, grant awards and set the terms and conditions of all awards under the 2016 Plan, including any vesting and vesting acceleration provisions,
subject to the conditions and limitations in the 2016 Plan. Notwithstanding the foregoing, all actions taken by the management board under the 2016 Plan
shall be subject to the conditions and limitations set forth in the management board rules of procedures.

Shares Available for Awards

An aggregate of 1,277,778 common shares were initially available for issuance under the 2016 Plan. The number of shares initially available for
issuance is increased by an annual increase on January 1 of each calendar year beginning in 2017 and ending in and including 2026, equal to the least of (A)
4% of the shares of common stock outstanding on the final day of the immediately preceding calendar year and (B) a smaller number of shares determined by
our supervisory board. No more than 1,277,778 common shares may be issued under the 2016 Plan upon the exercise of incentive stock options. Shares
issued under the 2016 Plan may be authorized but unissued shares, shares purchased on the open market or treasury shares.

If an award under the 2016 Plan expires, lapses or is terminated, exchanged for cash, surrendered, repurchased, canceled without having been
fully exercised or forfeited, any unused shares subject to the award will again be available for new grants under the 2016 Plan. Awards granted under the 2016
Plan in substitution for any options or other stock or stock-based awards granted by an entity before the entity’s merger or consolidation with us or our
acquisition of the entity’s property or stock will not reduce the shares available for grant under the 2016 Plan, but will count against the maximum number of
shares that may be issued upon the exercise of incentive stock options.

Awards

The 2016 Plan provides for the grant of stock options, including incentive stock options, or ISOs, and nonqualified stock options, or NSOs, stock
appreciation rights, or SARs, restricted stock, dividend equivalents, restricted stock units, or RSUs, and other stock or cash based awards. Certain awards
under the 2016 Plan may constitute or provide for payment of “nonqualified deferred compensation” under Section 409A of the Internal
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Revenue Code of 1986, as amended. All awards under the 2016 Plan will be set forth in award agreements, which will detail the terms and conditions of
awards, including any applicable vesting and payment terms and post-termination exercise limitations. A brief description of each award type follows.
 

 

•  Stock Options and SARs. Stock options provide for the purchase of common shares in the future at an exercise price set on the grant date.
ISOs, by contrast to NSOs, may provide tax deferral beyond exercise and favorable capital gains tax treatment to their holders if certain
holding period and other requirements of the Internal Revenue Code are satisfied. SARs entitle their holder, upon exercise, to receive
from us an amount equal to the appreciation of the shares subject to the award between the grant date and the exercise date. The plan
administrator will determine the number of shares covered by each option and SAR, the exercise price of each option and SAR and the
conditions and limitations applicable to the exercise of each option and SAR. Unless otherwise determined by the plan administrator, the
exercise price of a stock option or SAR will not be less than 100% of the fair market value of the underlying share on the grant date (or
110% in the case of ISOs granted to certain significant shareholders), except with respect to certain substitute awards granted in
connection with a corporate transaction. The term of a stock option or SAR may not be longer than ten years (or five years in the case of
ISOs granted to certain significant shareholders).

 

 

•  Restricted Stock and RSUs. Restricted stock is an award of nontransferable common shares that remain forfeitable unless and until
specified conditions are met and which may be subject to a purchase price. RSUs are contractual promises to deliver common shares in
the future, which may also remain forfeitable unless and until specified conditions are met and may be accompanied by the right to
receive the equivalent value of dividends paid on common shares prior to the delivery of the underlying shares. The plan administrator
may provide that the delivery of the shares underlying RSUs will be deferred on a mandatory basis or at the election of the participant.
The terms and conditions applicable to restricted stock and RSUs will be determined by the plan administrator, subject to the conditions
and limitations contained in the 2016 Plan.

 

 

•  Other Stock or Cash Based Awards. Other stock or cash based awards are awards of cash, fully vested common shares and other awards
valued wholly or partially by referring to, or otherwise based on, common shares or other property. Other stock or cash based awards may
be granted to participants and may also be available as a payment form in the settlement of other awards, as standalone payments and as
payment in lieu of compensation to which a participant is otherwise entitled. The plan administrator will determine the terms and
conditions of other stock or cash based awards, which may include any purchase price, performance goal, transfer restrictions and vesting
conditions.

Performance Criteria

The plan administrator may select performance criteria for an award to establish performance goals for a performance period. Performance
criteria under the 2016 Plan may include, but are not limited to, the following: net earnings or losses (either before or after one or more of interest, taxes,
depreciation, amortization, and non-cash equity-based compensation expense); gross or net sales or revenue or sales or revenue growth; net income (either
before or after taxes) or adjusted net income; profits (including but not limited to gross profits, net profits, profit growth, net operation profit or economic
profit), profit return ratios or operating margin; budget or operating earnings (either before or after taxes or before or after allocation of corporate overhead
and bonus); cash flow (including operating cash flow and free cash flow or cash flow return on capital); return on assets; return on capital or invested capital;
cost of capital; return on shareholders’ equity; total shareholder return; return on sales; costs, reductions in costs and cost control measures; expenses;
working capital; earnings or loss per share; adjusted earnings or loss per share; price per share or dividends per share (or appreciation in or maintenance of
such price or dividends); regulatory achievements or compliance; implementation, completion or attainment of objectives relating to research, development,
regulatory, commercial, or strategic milestones or developments; market share; economic value or economic value added models; division, group or corporate
financial goals; customer satisfaction/growth; customer service; employee satisfaction; recruitment and maintenance of personnel; human resources
management; supervision of litigation and other legal matters; strategic partnerships and transactions; financial ratios (including
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those measuring liquidity, activity, profitability or leverage); debt levels or reductions; sales-related goals; financing and other capital raising transactions;
cash on hand; acquisition activity; investment sourcing activity; and marketing initiatives, any of which may be measured in absolute terms or as compared to
any incremental increase or decrease. Such performance goals also may be based solely by reference to the company’s performance or the performance of a
subsidiary, division, business segment or business unit of the company or a subsidiary, or based upon performance relative to performance of other companies
or upon comparisons of any of the indicators of performance relative to performance of other companies. When determining performance goals, the plan
administrator may provide for exclusion of the impact of an event or occurrence which the plan administrator determines should appropriately be excluded,
including, without limitation, non-recurring charges or events, acquisitions or divestitures, changes in the corporate or capital structure, events unrelated to the
business or outside of the control of management, foreign exchange considerations, and legal, regulatory, tax or accounting changes.

Certain Transactions

In connection with any spin-off, change in control, or change in any applicable laws or accounting principles, the plan administrator has broad
discretion to take action under the 2016 Plan to prevent the dilution or enlargement of intended benefits, facilitate the transaction or event or give effect to the
change in applicable laws or accounting principles. This includes canceling awards for cash or property, accelerating the vesting of awards, providing for the
assumption or substitution of awards by a successor entity, adjusting the number and type of shares subject to outstanding awards and/or with respect to which
awards may be granted under the 2016 Plan and replacing or terminating awards under the 2016 Plan. In addition, in the event of certain non-reciprocal
transactions with our shareholders, the plan administrator will make equitable adjustments to the 2016 Plan and outstanding awards as it deems appropriate to
reflect the transaction.

Plan Amendment and Termination

The plan administrator may amend or terminate the 2016 Plan at any time; however, no amendment, other than an amendment that increases the
number of shares available under the 2016 Plan, may materially and adversely affect an award outstanding under the 2016 Plan without the consent of the
affected participant and shareholder approval will be obtained for any amendment to the extent necessary to comply with our Articles of Association or
applicable laws. Further, the plan administrator cannot, without the approval of our shareholders, amend any outstanding stock option or SAR to reduce its
price per share or cancel any outstanding stock option or SAR in exchange for cash or another award under the 2016 Plan with an exercise price per share that
is less than the exercise price per share of the original stock option or SAR. The 2016 Plan will remain in effect until the tenth anniversary of the date our
shareholders approved the 2016 Plan, unless earlier terminated by the plan administrator. No awards may be granted under the 2016 Plan after its termination.

Foreign Participants, Claw-Back Provisions, Transferability and Participant Payments

The plan administrator may modify awards granted to participants who are employed outside the Netherlands or establish subplans or procedures
to address differences in laws, rules, regulations or customs of such foreign jurisdictions. All awards will be subject to any company claw-back policy as set
forth in such claw-back policy or the applicable award agreement. Except as the plan administrator may determine or provide in an award agreement, awards
under the 2016 Plan are generally non-transferrable, except by will or the laws of descent and distribution, or, subject to the plan administrator’s consent,
pursuant to a domestic relations order, and are generally exercisable only by the participant. With regard to tax withholding obligations arising in connection
with awards under the 2016 Plan, and exercise price obligations arising in connection with the exercise of stock options under the 2016 Plan, the plan
administrator may, in its discretion, accept cash, wire transfer or check, common shares that meet specified conditions, a promissory note, a “market sell
order,” such other consideration as the plan administrator deems suitable or any combination of the foregoing.

Board Practices.

Conflict of interest procedures are incorporated in the management board’s and supervisory board’s rules of procedure. There have been no
transactions during 2016, and there are currently no transactions, between Merus N.V. or any of its subsidiaries, and any other significant shareholder, and any
supervisory board member or any relative or spouse thereof other than ordinary course compensation arrangements.
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Our supervisory board is comprised of seven members and in accordance with the composition profile as adopted by the supervisory board. Each
supervisory board member is elected for a term of up to four years. A supervisory board member may be re-appointed for up to two subsequent terms.
Supervisory board members must retire periodically in accordance with a rotation plan. Our supervisory board members do not have a retirement age
requirement under our Articles of Association. Our supervisory board members are elected, or re-appointed as the case may be, by our general meeting of
shareholders in accordance with the Articles of Association to serve until their successors are duly elected and qualified.

The expiration of the current terms of the members of our supervisory board and the period each member has served in that term are as follows:
 

Name   Year Current Term Began   Year Current Term Expires
Mark Iwicki   2015   2020
Wolfgang Berthold, Ph.D.   2010   2017
Lionel Carnot   2010   2018
John de Koning, Ph.D.   2010   2017
Anand Mehra, M.D.   2015   2019
Jack Nielsen   2015   2018
Gregory Perry   2016   2020

There are no arrangements or understanding between us and any of the members of our supervisory board providing for benefits upon
termination of their service.

During 2016 the supervisory board extensively discussed the following key topics:
 

 •  (Pre)clinical research updates
 

 •  Business development objectives and strategy
 

 •  Initial Public Offering
 

 •  Litigation procedures

In addition meetings were held to discuss:
 

 •  Budget process and budget
 

 •  Quarterly results and press releases

In 2016, the supervisory board at least once discussed the company’s strategy, the main risks related to the company’s business, the management
board’s evaluation of the risk management and control system and possible significant changes thereto.

During 2016, we performed extensive risk assessment procedures, which will be presented to and discussed with the supervisory board in 2017.

In 2016 the supervisory board had 4 meetings. The meetings were very well attended (92%) by the supervisory board members.

Activities of and evaluation by the supervisory directors

The supervisory board performs evaluations related to the functioning of the supervisory board, its committees, the individual members and the
chairpersons of the supervisory board and the committees, as well as the functioning of the management board and its individual members. The composition
of both boards, and the desired profile, composition and competence were also evaluated. The supervisory board has embedded this evaluation process in its
ordinary course of business.
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Committees of the Supervisory Board

The supervisory board has established an Audit Committee, Compensation Committee, and Nominating and Corporate Governance Committee,
which operate pursuant to written charters adopted by our supervisory board.

Audit Committee

The audit committee, which consists of Gregory Perry, Lionel Carnot and John de Koning, assists the supervisory board in overseeing our
accounting and financial reporting processes and the audits of our financial statements. Mr. Perry serves as Chairman of the committee.

The audit committee’s responsibilities include:
 

 •  recommending the appointment of the independent auditor to the general meeting of shareholders;
 

 •  the appointment, compensation, retention and oversight of any accounting firm engaged for the purpose of preparing or issuing an audit
report or performing other audit services;

 

 •  pre-approving the audit services and non-audit services to be provided by our independent auditor before the auditor is engaged to render
such services;

 

 •  evaluating the independent auditor’s qualifications, performance and independence, and presenting its conclusions to the full supervisory
board on at least an annual basis;

 

 •  reviewing and discussing with the management board, the supervisory board and the independent auditor our financial statements and our
financial reporting process; and

 

 •  approving or ratifying any related person transaction (as defined in our related person transaction policy) in accordance with our related
person transaction policy.

The audit committee reviewed the need of an internal audit function. Due to the size of the Company, it was concluded that there is currently no
need to appoint an internal auditor.

The audit committee meets as often as one or more members of the audit committee deem necessary, but in any event meets at least four times
per year. The audit committee meets at least once per year with our independent accountant, without our management board being present.

Compensation Committee

The compensation committee, which consists of Mark Iwicki, Jack Nielsen and Anand Mehra, assists the supervisory board in determining
management board compensation. Mr. Nielsen serves as Chairman of the committee. The compensation committee prepares a proposal for the supervisory
board concerning the compensation of each of our management board members to be proposed for adoption by the general meeting of shareholders.

The compensation committee’s responsibilities include:
 

 •  identifying, reviewing and proposing policies relevant to management board compensation;
 

 •  evaluating each management board member’s performance in light of such policies and reporting to the supervisory board;
 

 •  analyzing the possible outcomes of the variable remuneration components and how they may affect the remuneration of the management
board members;
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 •  recommending any equity long-term incentive component of each management board member’s compensation in line with the
remuneration policy and reviewing our management board compensation and benefits policies generally; and

 

 •  reviewing and assessing risks arising from our compensation policies and practices.

Nominating and Corporate Governance Committee

The nominating and corporate governance committee, which consists of Mark Iwicki, Anand Mehra and John de Koning, assists our supervisory
board in identifying individuals qualified to become members of our supervisory board and management board consistent with criteria established by our
supervisory board and in developing our corporate governance principles. Dr. Mehra serves as Chairman of the nominating and corporate governance
committee.

The nominating and corporate governance committee’s responsibilities include:
 

 •  drawing up selection criteria and appointment procedures for supervisory board members and management board members;
 

 •  reviewing and evaluating the size and composition of our supervisory board and management board and making a proposal for a
composition profile of the supervisory board at least annually;

 

 •  recommending nominees for election to our supervisory board, its corresponding committees and our management board;
 

 •  assessing the functioning of individual members of the management and supervisory board and reporting the results of such assessment
to the supervisory board; and

 

 •  developing and recommending to the supervisory board our rules governing the supervisory board, reviewing and reassessing the
adequacy of such rules governing the supervisory board and recommending any proposed changes to the supervisory board.

 
 1.11 Employees

As of December 31, 2016, we had 51 employees, 20 of whom hold M.D. or Ph.D. degrees. Forty-three of our employees work in research and
development and eight work in management and administrative areas. All of our employees are located in the Netherlands except for three employees located
in the United States. None of our employees is subject to a collective bargaining agreement or represented by a trade or labor union. We are in the process of
establishing a workers’ council for our employees.

Major Shareholders

The following table sets forth information relating to the beneficial ownership of our common shares as of April 15, 2017 by:
 

 •  each person known to us who beneficially owns 5% or more of our outstanding common shares; and
 

 •  each of our management board members and supervisory board members.

The number of common shares beneficially owned by each entity, person, management board member or supervisory board member is
determined in accordance with the rules of the Securities and Exchange Commission, and the information is not necessarily indicative of beneficial ownership
for any other purpose. Under such rules, beneficial ownership includes any shares over which the entity or individual has sole or shared voting power or
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investment power as well as any shares that the entity or individual has the right to acquire within 60 days following April 15, 2017 through the exercise of
any option, warrant or other right. Except as otherwise indicated, and subject to applicable community property laws, the persons named in the table have sole
voting and investment power with respect to all common shares held by that person, as applicable.

Common shares that a person has the right to acquire within 60 days following April 15, 2017 are deemed outstanding for purposes of computing
the percentage ownership of the person holding such rights, but are not deemed outstanding for purposes of computing the percentage ownership of any other
person. As of April 15, 2017, we had 19,391,513 common shares outstanding. Unless otherwise indicated below, the address for each beneficial owner listed
is c/o Merus N.V., at Yalelaan 62, 3584 CM Utrecht, The Netherlands.
 

   Shares beneficially owned  
Name of beneficial owner   Number    Percent  
5% or Greater Shareholders     
Incyte Corporation(1)    3,200,000    16.5% 
Novartis Bioventures Ltd.(2)    2,181,320    11.2% 
Bay City Capital Coöperatief U.A.(3)    2,101,320    10.8% 
Aglaia Oncology Fund B.V./Aglaia Oncology Seed Fund B.V.(4)    1,109,145    5.7% 
Johnson & Johnson Innovation - JJDC, Inc.(5)    1,195,943    6.2% 
Pfizer, Inc.(6)    1,142,548    5.9% 
Sofinnova Venture Partners IX, L.P.(7)    1,401,403    7.2% 
Novo A/S(8)    1,410,417    7.3% 
Baker Brothers Life Sciences L.P.(9)    1,160,014    6.0% 
Coöperatief LSP IV U.A.(10)    1,225,661    6.3% 
Management Board Members and Supervisory Board Members     
Ton Logtenberg, Ph.D.(11)    288,180    1.5% 
Shelley Margetson(12)    37,329      * 
Mark Iwicki(13)    35,385      * 
Wolfgang Berthold, Ph.D.(14)    17,650      * 
Lionel Carnot(3), (15)    2,105,884    10.9% 
John de Koning, Ph.D. (15)    4,564      * 
Anand Mehra, M.D(7), (15)    1,405,967    7.2% 
Jack Nielsen    —        * 
Gregory Perry(15)    4,564      * 

 
* Indicates beneficial ownership of less than 1% of the total outstanding common shares.
(1) Consists of 3,200,000 common shares held directly by Incyte Corporation (“Incyte”). As of April 2017, the board of directors of Incyte is comprised of

the following individuals: Hervé Hoppenot, Julian C. Baker, Jean-Jacques Bienaimé, Paul A. Brooke, Paul J. Clancy, Wendy Dixon, PhD and Paul A.
Friedman MD. Incyte is a publicly-traded company. Beneficial ownership information is based on a Schedule 13G filed with the SEC on January 23,
2017. Incyte’s address is 1801 Augustine Cut-Off, Wilmington, DE 19803.

(2) Consists of 2,181,320 common shares held directly by Novartis Bioventures Ltd. (“Novartis”). Novartis AG is the indirect parent of Novartis and may
be deemed to share beneficial ownership of these securities. The board of directors of Novartis is comprised of Simon Zivi, Michael Jones and Timothy
Faries. Beneficial ownership information is based on a Schedule 13G filed with the SEC on June 3, 2016. Novartis’ mailing address is 131 Front Street,
Hamilton, Bermuda HM12.

(3) Consists of 2,101,320 common shares held directly by Bay City Capital Coöperatief U.A. (“COOP”). Bay City Capital Fund V, L.P. (“Fund V”) and
Bay City Capital Fund V Co-Investment Fund, L.P. (“Fund V-SBS”) are the two sole investors of COOP. Bay City Capital Management V LLC
(“BCCM V”) is the general partner of Fund V and Fund V-SBS. Bay City Capital LLC (“BCC LLC”, and together with COOP, Fund V, Fund V-SBS,
and BCCM V, “Bay City Capital”) is the adviser and manager of BCCM V. Because COOP requires two members, BCCM V and BCC LLC represent
Fund V and Fund V-SBS, respectively, as members of COOP. Thus, BCCM V and BCC LLC share voting and investment power over the shares held
by COOP. Lionel Carnot, a member of our supervisory board, is a member of BCCM V and is employed as a managing director of BCC LLC together
with Fred Craves, Carl Goldfischer, Dayton Misfeldt and Rob Hopfner. As such, each of
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these individuals may be deemed to share voting and investment power over these entities, and they disclaim beneficial ownership of all shares except
to the extent of any pecuniary interest therein. Beneficial ownership information is based on a Schedule 13D filed with the SEC on May 27, 2016. Bay
City Capital’s mailing address is De Boelelaan 7, 1083 HJ Amsterdam, Netherlands.

(4) Consists of (a) 711,854 common shares held directly by Aglaia Oncology Fund B.V. (“AOF”) and (b) 397,291 common shares held directly by Aglaia
Oncology Seed Fund B.V. (“AOSF”). AOSF is a wholly owned subsidiary of AOF. Aglaia BioMedical Ventures B.V. (“ABV”) is the sole director of
AOF and AOSF. The managing directors of ABV are Mark Krul and Karl Rothweiler. ABV, Mark Krul and Karl Rothweiler may be deemed to
beneficially own the shares held directly by AOF and AOSF. Beneficial ownership information is based on a Schedule 13G filed with the SEC on
February 10, 2017. The address for each of these entities is Professor Bronkhorstlaan 10, Building 92, 3723 MB Bilthoven, Netherlands.

(5) Consists of 1,195,943 common shares held directly by Johnson & Johnson Innovation - JJDC, Inc. (“JJDC”). JJDC is a wholly-owned subsidiary of
Johnson & Johnson (“J&J”). JJDC and J&J have shared voting and dispositive power over the shares and J&J may be deemed to indirectly beneficially
own the shares. Beneficial ownership information is based on a Schedule 13G filed with the SEC on January 18, 2017. The address of JJDC is One
Johnson & Johnson Plaza, New Brunswick, NJ 08933.

(6) Consists of 1,142,548 common shares held directly by Pfizer Inc. (“Pfizer”). As of April 2017, the board of directors of Pfizer is comprised of the
following individuals: Dennis A. Ausiello, Ronald E. Blacklock, W. Don Cornwell, Joseph J. Echevarria, Frances D. Fergusson, Helen H. Hobbs,
James M. Kilts, Shantanu Narayen, Suzanne Nora Johnson, Ian C. Read, Stephen W. Sanger and James C. Smith. Pfizer is a publicly- traded company.
Beneficial ownership information is based on a Schedule 13G filed with the SEC on June 6, 2016. Pfizer’s address is 235 East 42nd Street, New York,
NY 10017.

(7) Consists of 1,401,403 common shares held directly by Sofinnova Venture Partners IX, L.P. (“Sofinnova VP”). Sofinnova Management IX, L.L.C.
(“Sofinnova Management”) is the general partner of Sofinnova VP and Anand Mehra, Michael Powell and James Healy are the managing members of
Sofinnova Management. Sofinnova Management, Anand Mehra (a member of our supervisory board), Michael Powell and James Healy may be
deemed to have shared voting and dispositive power over the shares owned by Sofinnova VP. Such entities and individuals disclaim beneficial
ownership over all shares except to the extent of any pecuniary interest therein. Beneficial ownership information is based on a Schedule 13D filed with
the SEC on May 27, 2016. The address for Sofinnova VP and Sofinnova Management is 3000 Sand Hill Road, Building 4, Suite 250, Menlo Park,
California 94025.

(8) Consists of 1,410,417 common shares held directly by Novo A/S, a Danish limited liability company wholly owned by the Novo Nordisk Foundation.
Novo A/S, through its Board of Directors (the “Novo Board”), has the sole power to vote and dispose of the shares owned by Novo A/S. The Novo
Board, which is comprised of Sten Scheibye, Göran Ando, Jeppe Christiansen, Steen Riisgaard and Per Wold-Olsen, may exercise voting and
dispositive control over the shares only with the support of a majority of the Novo Board. As such, no individual member of the Novo Board is deemed
to hold any beneficial ownership or reportable pecuniary interest in the Novo shares. Beneficial ownership information is based on a Schedule 13D
filed with the SEC on March 3, 2017. The address of Novo A/S is Tuborg Havnevej 19, 2900 Hellerup, Denmark.

(9) Consists of (a) 1,054,257 common shares held directly by Baker Brothers Life Sciences, L.P. (“Life Sciences”) and (b) 105,757 common shares held
directly by 667, L.P. (“667”, and together with Life Sciences, the “Baker Funds”). Baker Bros. Advisors LP (“Advisors”) is the Investment Adviser for
the Baker Funds and has sole voting and investment power with respect to the shares held by the Baker Funds. Baker Bros. Advisors (GP) LLC is the
sole general partner of Advisors. Baker Bros. Advisors (GP) LLC, Julian C. Baker and Felix J. Baker as principals of the Baker Bros. Advisors (GP)
LLC, and Advisors disclaim beneficial ownership of all shares. Beneficial ownership information is based on a Schedule 13G filed with the SEC on
February 14, 2017. The address for each of these entities is 667 Madison Avenue, 21st Floor, New York, NY 10065.

(10) Consists of 1,225,661 common shares held directly by Coöperatief LSP IV U.A. (“LSP”). LSP IV Management BV (“LSP Management”) is the sole
director of LSP. The managing directors of LSP Management are Martijn Kleijwegt, Rene Kuijten and Joachim Rothe. As such, LSP Management,
Martijn Kleijwegt, Rene Kuijten and Joachim Rothe may be deemed to beneficially own and share voting power over these shares. LSP Management,
Martijn Kleijwegt, Rene Kuijten and Joachim Rothe disclaim beneficial ownership of the shares. John de Koning, a member of our supervisory board,
is employed as a partner at LSP. Mr. de Koning has no beneficial ownership of these shares, but he has a pecuniary interest in these shares pursuant to
his employment at LSP. Beneficial ownership information is based on a Schedule 13D/A filed with the SEC on June 3, 2016. LSP’s mailing address is
c/o LSP, Johannes Vermeerplein 9, 1071 DV Amsterdam, Netherlands.
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(11) Consists of (a) 160,814 common shares held by BioPhrase, B.V. (“BioPhrase”), Dr. Logtenberg’s personal holding company, (b) 6,542 common
shares held by Dr. Logtenberg, and (c) 120,824 options to purchase common shares held by Dr. Logtenberg that vest within 60 days following
April 15, 2017.

(12) Consists of 9,334 common shares and 27,995 options to purchase common shares that vest within 60 days following April 15, 2017.
(13) Consists of 35,385 options to purchase common shares that vest within 60 days following April 15, 2017.
(14) Consists of 17,650 options to purchase common shares that vest within 60 days following April 15, 2017.
(15) Consists of [4,564] options to purchase common shares that vest within 60 days following April 15, 2017.

To our knowledge, and other than changes in percentage ownership as a result of the shares issued in connection with our initial public offering,
there has been no significant change in the percentage ownership held by the major shareholders listed above since January 1, 2016, except as discussed under
the heading “related Party Transactions.”

Registration Rights

Registration Rights Agreement with Incyte

In connection with the Collaboration Agreement, we entered into a Share Subscription Agreement, or the Subscription Agreement, with Incyte
pursuant to which we agreed to register the common shares held by Incyte by June 1, 2017. We also agreed to use our reasonable best efforts to keep the
registration statement effective until the earlier of (a) all of the common shares held by Incyte having been sold pursuant to an effective registration statement
or in compliance with Rule 144 promulgated under the Securities Act of 1933, as amended, or the Securities Act, (b) at such time when the common shares
held by Incyte could, in the opinion of counsel satisfactory to us, be sold by Incyte in a single transaction under the terms of the Subscription Agreement and
the volume and manner of sale limitations under Rule 144 of the Securities Act, and (c) at such time as the registration statement registering the common
shares has been effective for 42 months following the lock-up period of the common shares as specified in the Subscription Agreement.

Registration Rights Agreement with Certain Investors

We have entered into a registration rights agreement, or the Registration Rights Agreement, with certain of our shareholders, pursuant to which
such shareholders are entitled to the following rights with respect to the registration of their common shares for public resale under the Securities Act. The
registration of common shares as a result of the following rights being exercised would enable their holders to trade these shares without restriction under the
Securities Act when the applicable registration statement is declared effective.

Demand Registration Rights

If the holders of, at least, 30% of the registrable securities then outstanding request that we effect a registration with respect to all or part of their
registrable securities, we may be required to register all or part of the registrable securities then outstanding. We are obligated to effect at most two
registrations in response to these demand registration rights. If the holders requesting registration intend to distribute their shares by means of an
underwriting, the managing underwriter of such offering has the right to limit the number of shares to be underwritten for reasons related to the marketing of
the shares.

Piggyback Registration Rights

If we propose to register any of our common shares under the Securities Act, subject to certain exceptions, the holders of registrable securities
are entitled to notice of the registration and to include their registrable securities in the registration. If our proposed registration involves an underwriting, the
managing underwriter of such offering has the right to limit the number of shares to be underwritten for reasons related to the marketing of the shares.
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Form S-3 Registration Rights

If the holders of our registrable securities then outstanding request that we effect a registration of some or all of their registrable securities and we
are entitled under the Securities Act to register our common shares on a registration statement on Form F-3, we are obligated to effect such registration. We
are not obligated to effect a registration pursuant to these F-3 registration rights if (i) the expected aggregate net proceeds from the sale of the registrable
securities for which registration is requested is equal to or less than $1.0 million or (ii) if, within a given 12-month period, we have already effected two
registrations on Form F-3 for the holders of registrable securities.

Expenses

Ordinarily, other than underwriting discounts and commissions, we are required to pay all expenses incurred by us related to any registration
effected pursuant to the exercise of these registration rights. These expenses may include all registration and filing fees, printing expenses, fees and
disbursements of our counsel, reasonable fees and disbursements of a counsel for the selling security holders and blue sky fees and expenses.

Termination of Registration Rights

The registration rights terminate upon the earlier of May 24, 2020, or, with respect to the registration rights of an individual holder, when the
holder can sell all of such holder’s registrable securities in a three-month period without restriction under Rule 144 under the Securities Act.

Dividend Distribution Policy

We have never paid or declared any cash dividends on our common shares, and we do not anticipate paying any cash dividends on our common
shares in the foreseeable future. We intend to retain all available funds and any future earnings to fund the development and expansion of our business. Under
Dutch law, a Dutch public company with limited liability (naamloze vennootschap) may only pay dividends if the shareholders’ equity (eigen vermogen)
exceeds the sum of the paid-up and called-up share capital plus the reserves required to be maintained by Dutch law or our Articles of Association. Subject to
such restrictions, any future determination to pay dividends will be at the discretion of our general meeting upon the proposal of the management board,
which proposal is subject to the approval of the supervisory board. Any future approval will depend upon the supervisory board’s review of a number of
factors, including our results of operations, financial condition, future prospects, contractual restrictions, restrictions imposed by applicable law and other
factors the supervisory board deems relevant.

Significant Changes

In December 2016, we entered into a collaboration and license agreement, or the Collaboration Agreement, with Incyte Corporation, or Incyte.
Under the terms of the Collaboration Agreement, we and Incyte have agreed to collaborate with respect to the research, discovery and development of
bispecific antibodies utilizing our proprietary bispecific technology platform. The collaboration encompasses up to 11 independent programs, including some
of our current preclinical immuno-oncology discovery programs. For one of the current preclinical programs, or Program 1, we retain the exclusive right to
develop and commercialize products and product candidates in the United States, while Incyte has the exclusive right to develop and commercialize products
and product candidates arising from such program outside the United States. For Program 1, we and Incyte will conduct and share equally the costs of
mutually agreed global development activities and will be solely responsible for independent development activities in our respective territories. We have the
option to co-fund development products arising from one specified program, and subject to certain conditions, to a second specified program, in each case in
exchange for a share of profits in the United States, as well as the right to participate in a specified proportion of detailing activities in the United States for
one of such programs. In addition, if Program 1 fails to complete IND-enabling toxicology studies successfully, we will be granted an additional option to
co-fund development of a specified program other than Program 1 in exchange for a share of profits in the United States. If we exercise our co-funding option
for a program, we would be responsible for funding 35% of the associated future global development costs and, for certain of such programs, would be
responsible for reimbursing Incyte for certain development costs incurred prior to the option exercise. All products as to which we have exercised our option
to co-fund development would be subject to joint development plans and overseen by a joint development committee, with Incyte having final determination
as to such plans in cases of dispute.
 

115



For each program other than Program 1, where we have not elected to co-fund development or where we do not have such a co-funding option,
Incyte is solely responsible for all costs of global development and commercialization activities. We retain the rights to our bispecific technology platform as
well as clinical and pre-clinical candidates and future programs emerging from our platform that are outside the scope of the Collaboration Agreement.

In January 2017, upon the Collaboration Agreement becoming effective, Incyte made an upfront non-refundable payment to us of $120 million
for the rights granted under the Collaboration Agreement. For each program as to which we do not have commercialization or co-development rights, we are
eligible to receive up to $100 million in future contingent development and regulatory milestones and up to $250 million in commercialization milestones as
well as tiered royalties ranging from 6% to 10% of global net sales. For each program as to which we have exercised our option to co-fund development, we
are eligible to receive a 50% share of profits (or sustain 50% of any losses) in the United States and tiered royalties ranging from 6% to 10% of net sales of
products outside of the United States. If we opt to cease co-funding a program as to which we exercised our co-development option, then we will no longer
receive a share of profits in the United States but will be eligible to receive the same milestones from the co-funding termination date and the same tiered
royalties described above with respect to non-co-developed programs and, depending on the stage at which we choose to cease co-funding development costs,
additional royalties ranging up to 4% of net sales in the United States. For Program 1, for which we retain all commercial rights in the United States, we and
Incyte are each eligible to receive tiered royalties on net sales in the other’s territory at rates ranging from 6% to 10%.

The Collaboration Agreement will continue on a program-by-program basis until we have no royalty payment obligations with respect to such
program or, if earlier, the termination of the Collaboration Agreement or any program in accordance with the terms of the Collaboration Agreement. The
Collaboration Agreement may be terminated in its entirety or on a program-by-program basis by Incyte for convenience. The Collaboration Agreement may
also be terminated by either party under certain other circumstances, including material breach, or on a program-by-program basis for patent challenge of
patents under the applicable program, in each case as set forth in the Collaboration Agreement. If the Collaboration Agreement is terminated in its entirety or
with respect to one or more programs, all rights in the terminated programs revert to us, subject to payment to Incyte of a reverse royalty of up to 4% on sales
of future products, if we elect to pursue development and commercialization of products arising from the terminated programs.

In connection with the Collaboration Agreement, we also entered into a Share Subscription Agreement, or the Subscription Agreement, with
Incyte. Pursuant to the Subscription Agreement, we agreed to sell 3,200,000 of our common shares, or the Shares, to Incyte at a price per share of $25.00, for
an aggregate purchase price of $80 million, representing 19.9% of our pre-transaction issued and outstanding common shares. The consummation of the
transactions contemplated by the Subscription Agreement were subject to the early termination or expiration of the waiting period under the HSR Act, no
termination or breach that is continuing of the Collaboration Agreement, and the satisfaction or waiver of customary closing conditions. On January 20, 2017,
HSR clearance was received and on January 23, 2017, or the Closing Date, the transactions under the Subscription Agreement were closed.

Pursuant to the Subscription Agreement, for a specified period that may terminate earlier upon the occurrence of certain events related to an
acquisition of us or the termination of the Collaboration Agreement, referred to as the Standstill Period, Incyte has agreed, subject to certain exceptions, that it
will not, directly or indirectly, increase its percentage ownership of our voting securities, make or solicit proxies or seek to influence the voting of our
securities, seek to influence or control our management, make a proposal or offer to acquire us or our assets, or seek to effect a change of control of us or
other similar extraordinary transactions.

Incyte has also agreed that for a period ending on the earlier of 18 months after the Closing Date or the end of the Standstill Period, referred to as
the Lock-Up Period, it will not, subject to certain exceptions, sell or otherwise transfer or agree to transfer the Shares. In addition, if the Standstill Period has
not been terminated early, for a period of three years after the end of the Lock-Up Period, Incyte will be restricted from selling or otherwise transferring
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more than one-third of the Shares during any 12-month period or ten percent of the Shares during any three-month period, unless we consent otherwise.
Incyte has further agreed that during the Standstill Period, it will vote all of the voting securities that it holds in accordance with the recommendation of a
majority of our supervisory board. However, Incyte may vote its securities at its own discretion for certain extraordinary matters, including a change in
control of us.

We have also agreed to customary resale registration rights with respect to the Shares, however, any such resales will be subject to the Lock-Up
Period and volume limitations on sale and transfer of the Shares described above.

 
 1.12 The Offer and sting

Our common shares have been listed on The NASDAQ Global Market under the symbol “MRUS” since May 19, 2016. Prior to that date, there
was no public trading market for our common shares. Our initial public offering was priced at $10.00 per common share on May 19, 2016. The following
table sets forth for the periods indicated the high and low sales prices per common share as reported on The NASDAQ Global Market:
 

   
Price Per Common

Share  
   High    Low  
Year Ended December 31,     
2016 (from May 19, 2016 through December 31, 2016)   $22.19   $ 7.26 
Quarter Ended     
Second Quarter 2016 (beginning May 19)   $10.89   $ 7.26 
Third Quarter 2016   $16.98   $ 8.42 
Fourth Quarter 2016   $22.19   $ 13.13 
First Quarter 2017   $33.63   $ 20.55 
Second Quarter 2017 (through April 25)   $25.44   $ 18.79 
Month of     
October 2016   $19.63   $ 15.56 
November 2016   $17.95   $ 14.85 
December 2016   $22.19   $ 13.13 
January 2017   $27.36   $ 20.55 
February 2017   $26.25   $ 22.90 
March 2017   $33.63   $ 23.28 
April 2017 (through April 25)   $25.44   $ 18.79 

Memorandum and Articles of Association

The information in response to this item is contained under the caption “Description of Share Capital and Articles of Association” in our final
prospectus filed with the Securities and Exchange Commission on May 20,
2016 and is incorporated herein by reference.

Underwriting Agreement

We entered into an underwriting agreement with Citigroup Global Markets, Inc. and Jefferies LLC, as representatives of the underwriters, on
May 18, 2016, for the initial public offering of our common shares. We have agreed to indemnify the underwriters against certain liabilities, including
liabilities under the Securities Act, and to contribute to payments the underwriters may be required to make in respect of such liabilities.

License and Collaboration Agreements

In addition, we have entered into license and collaboration agreements with Incyte Corporation and ONO Pharmaceuticals, Inc. Information on
these agreements may be found in this Annual Report under “Item 4—Information on the Company—Collaboration Agreements” and is incorporated herein
by reference.
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Employment Agreements

We have entered into employment agreements with our management board members and our Chief Financial Officer.

Ton Logtenberg, Chief Executive Officer and Management Board Member

We have entered into an employment agreement, as amended from time to time, with Ton Logtenberg pursuant to which Dr. Logtenberg serves as
our Chief Executive Officer. The agreement is for an unspecified term and may be terminated by either Dr. Logtenberg or the company subject to the
applicable statutory notice periods; provided that, the agreement will automatically terminate without notice at the end of the month in which Dr. Logtenberg
reaches the age at which he is entitled to pension under Dutch law. Pursuant to the employment agreement, Dr. Logtenberg is entitled to an annual base salary
of no less than $463,000 USD, effective January 1, 2017, and may earn an annual cash incentive award based on performance with a target value equal to
50% of his annual base salary. Dr. Logtenberg is also entitled to certain other benefits, including health and disability benefits, reimbursement for commuting
expenses and participation in the company’s pension plan.

If Dr. Logtenberg’s employment is terminated by the company without cause or due to Dr. Logtenberg’s resignation for good reason, then subject
to his executing a general release of claims and continued compliance with the company’s proprietary information agreement, Dr. Logtenberg will be entitled
to receive (i) base salary continuation payments for 6 months and (ii) potential accelerated vesting of any portion of his option awards that are unvested as of
the date of his termination. If Dr. Logtenberg’s employment is terminated without cause or due to Dr. Logtenberg’s resignation for good reason within 12
months following a change in control, then subject to his executing a general release of claims and continued compliance with the proprietary information
agreement, Dr. Logtenberg will be entitled to receive (i) a lump sum payment equal to six months of his base salary and 50% of his target annual bonus and
(ii) accelerated vesting of any portion of his unvested equity awards, except that performance based equity awards will only vest subject to the attainment of
the applicable performance goals.

The agreement contains restrictive covenants which restrict Dr. Logtenberg’s ability to compete with us for a period of 24 months following his
termination of employment or solicit our employees for a period of 12 months following termination. In the event Dr. Logtenberg violates these restrictive
covenants, he will be subject to a penalty of €25,000 for each violation and an additional penalty of €1,000 for each day the violation continues.

The agreement also contains covenants regarding protection of our confidential information, violation of which subjects Dr. Logtenberg to the
same penalties as described above, and ownership of intellectual property.

Shelley Margetson, Chief Operating Officer and Management Board Member

We have entered into an employment agreement, as amended from time to time, with Shelley Margetson pursuant to which Ms. Margetson serves
as our Chief Operating Officer. The agreement is for an unspecified term and may be terminated by us or by Ms. Margetson subject to the applicable statutory
notice periods. Pursuant to the employment agreement, Ms. Margetson is entitled to an annual base salary of no less than $300,000 USD, effective
November 1, 2016, and may earn an annual cash incentive award based on performance with a target value equal to 35% of her annual base salary.
Ms. Margetson is also entitled to certain other benefits, including disability benefits, reimbursement for commuting expenses and relocation costs and
participation in a pension scheme.

If Ms. Margetson’s employment is terminated by the company without cause or due to Ms. Margetson’s resignation for good reason, then subject
to her executing a general release of claims and continued compliance with the company’s proprietary information agreement, Ms. Margetson will be entitled
to receive (i) base salary continuation payments for 6 months and (ii) potential accelerated vesting of any portion of her option awards that are unvested as of
the date of her termination. If Ms. Margetson’s employment is terminated without cause or due to Ms. Margetson’s resignation for good reason within 12
months following a change in control, then subject to her executing a general release of claims and continued compliance with the proprietary information
agreement, Ms. Margetson will be entitled to receive (i) a lump sum payment equal to six months of her base salary and 50% of her target annual bonus and
(ii) accelerated vesting of any portion of her unvested equity awards, except that performance based equity awards will only vest subject to the attainment of
the applicable performance goals.
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The agreement contains restrictive covenants which restrict Ms. Margetson’s ability to compete with the company for a period of 12 months
following termination. Ms. Margetson is subject to a penalty of €10,000 for each violation of this covenant and an additional fine of €1,000 for each day the
violation continues. Ms. Margetson is also prohibited from performing outsides activities with another employer or client during the course of her
employment with us and is subject to a per violation fine of €5,000 and per day fine of €1,000 for failure to comply.

The agreement also contains covenants regarding Ms. Margetson’s protection of our confidential information for a period of 5 years following
her termination, violation of which subjects her to penalties of €50,000 for each violation and €1,000 for each day the violation continues, and ownership of
intellectual property.

John Crowley, Chief Financial Officer

On October 5, 2016, we and our wholly-owned subsidiary Merus US, Inc. entered into an employment agreement with John Crowley. Pursuant to
the employment agreement, Mr. Crowley agreed to serve as our Executive Vice President and Chief Financial Officer and Merus US effective as of
November 1, 2016. The employment agreement provides for an initial annual base salary of $362,500 and the opportunity to earn an annual cash incentive
award based on performance with a target value equal to 35% of Mr. Crowley’s annual base salary. Mr. Crowley received a one-time signing bonus in an
amount equal to $100,000; provided that, if Mr. Crowley is terminated for cause or resigns without good reason, in either case, within one year of his
commencement of employment, Mr. Crowley must repay the full amount of the signing bonus. If Mr. Crowley’s employment is terminated by Merus US
without cause or due to Mr. Crowley’s resignation for good reason, then subject to his executing a general release of claims and continuing compliance with
the Company’s proprietary information agreement, Mr. Crowley will be entitled to receive (i) base salary continuation payments for 6 months and
(ii) potential accelerated vesting of any portion of his initial option award that is unvested as of the date of his termination. If Mr. Crowley’s employment is
terminated without cause or due to Mr. Crowley’s resignation for good reason within 12 months following a change in control of us, then subject to his
executing a general release of claims and continuing compliance with the proprietary information agreement, Mr. Crowley will be entitled to receive (i) a
lump sum payment equal to six months of his base salary and 50% of his target annual bonus; (ii) direct payment of or reimbursement for continued medical,
dental or vision coverage pursuant to COBRA for up to nine months, and (iii) accelerated vesting of any portion of his unvested equity awards, except that
performance-based equity awards will only vest subject to the attainment of the applicable performance goals.

Indemnification Agreements

We have entered into indemnification agreements with our management board and supervisory board members. Information on the
indemnification agreements may be found in this Annual Report under “Item 7—Major Shareholders and Related Party Transactions—Indemnification
Agreements” and is incorporated herein by reference.

Registration Rights Agreements

We have entered into registration rights agreements with Incyte under the Share Subscription Agreement and with certain of our shareholders
under a Registration Rights Agreement. Information on the indemnification agreements may be found in this Annual Report under “Item 7—Major
Shareholders and Related Party Transactions—Registration Rights” and is incorporated herein by reference.

Lease

On April 22, 2016, we entered into a lease agreement with Stichting Incubator Utrecht for approximately 11,130 square feet of office and
laboratory space in Utrecht, the Netherlands. The lease has a term of five years and expires on April 22, 2021. The agreed rental price is €402 thousand per
year.
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Exchange Controls.

Under the existing laws of the Netherlands, there are no exchange controls applicable to the transfer to persons outside of the Netherlands of
dividends or other distributions with respect to, or of the proceeds from the sale of, shares of a Dutch company.

 
 1.13 Controls and Procedures.

Our management, with the participation of our principal executive officer and principal financial officer, has evaluated the effectiveness of our
disclosure controls and procedures (as defined in Rules 13a- 15(e) and 15d- 15(e) under the Securities Exchange Act of 1934, as amended and the relevant
Dutch regulations), as of the end of the period covered by the Annual Report. Based on such evaluation, our principal executive officer and principal financial
officer have concluded that as of such date, our disclosure controls and procedures were not effective as a result of the material weaknesses in internal control
over financial reporting described below.

Material Weaknesses in Internal Control Over Financial Reporting.

The Annual Report does not include a report of management’s assessment regarding internal control over financial reporting or an attestation
report of our registered public accounting firm due to a transition period established by rules of the Securities and Exchange Commission for newly public
companies. Neither we nor our independent registered public accounting firm have undertaken a comprehensive assessment of our internal control over
financial reporting for purposes of identifying material weaknesses, significant deficiencies and control deficiencies in our internal control over financial
reporting. However, as part of the preparation process for providing a management’s assessment regarding internal control over financial reporting in the
future, our management identified the following material weaknesses:
 

 •  insufficient accounting resources required to fulfill IFRS and SEC reporting requirements; and
 

 •  insufficient comprehensive IFRS accounting policies and financial reporting procedures.

Remediation of Material Weaknesses

To remediate the material weaknesses described above and enhance our internal control over financial reporting, our management is continuing
to conduct a thorough review of our internal controls over our accounting resources and accounting policies and financial procedures. Following this review,
management will develop a remediation plan to address the material weaknesses in our accounting resources related to IFRS and SEC reporting requirements
and insufficient comprehensive IFRS accounting policies and financial procedures.

We believe it is possible that, had we performed a formal assessment of our internal control over financial reporting or had our independent
registered public accounting firm performed an audit of our internal control over financial reporting, additional material weaknesses may have been
identified.

Changes in Internal Control Over Financial Reporting.

Other than as discussed above, there has been no change in our internal control over financial reporting (as defined in Rule 13a-15(f) under the
Exchange Act) during the period covered by this annual report that has materially affected, or is reasonably likely to materially affect, internal control over
financial reporting.

 
 1.14 Protective measures

Established Dutch law allows Dutch companies to have certain protective measures in place, in order to safeguard the interests of a company, its
business and its stakeholders. We adopted an anti-takeover measure pursuant to which our management board may, subject to supervisory board approval but
without shareholder approval, issue (or grant the right to acquire) cumulative preferred shares. We may issue an amount of cumulative preferred shares up to
100% of our issued capital immediately prior to the issuance of such cumulative preferred shares. In such event, the cumulative preferred shares (or right to
acquire cumulative preferred shares) will be issued to a separate, special purpose foundation, which has been structured to operate independently of us. We
have granted a right to acquire such number of cumulative preferred shares as we may issue to such special purpose foundation.
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 1.15 Supervisory Board Report

The members of the supervisory board wish to thank all Merus employees and the management board for the progress made during 2016 toward
achieving Merus’ strategic goals. We would also like to thank our shareholders, customers, business partners and other stakeholders for honoring Merus with
their continued collaboration and trust.

General

The supervisory board follows the principle of increasing shareholder value as the members represent the interests of all stakeholders, including
shareholders. Merus is committed to a corporate governance structure that best suits its business and stakeholders, and that complies with relevant rules and
regulations. Merus has endorsed the Dutch Corporate Governance Code effective January 1, 2004. The Dutch Code was last amended on December 8, 2016
and is applicable as from January 1, 2017. Our policy is to follow the guidelines of Good Practice of Corporate Governance as described in the Dutch
Corporate Governance Code, although some deviations may result from the impact of factors such as legal requirements imposed on Merus or industry
standards.

Merus is also subject to the rules regarding Corporate Governance set by NASDAQ, where depository receipts for its common shares are listed.
Merus believes all of its operations are carried out in accordance with legal frameworks, including Dutch Corporate Law and U.S. laws and regulations
Merus’s common shares are registered and traded in the U.S. on the NASDAQ Global Select Market. For a more detailed description on corporate
governance please refer to Chapter 3 of the Annual Report.

Our supervisory board supervises the management board and the general course of affairs of the company. The supervisory board gives advice to
the management board and is guided by the interests of the business when performing its duties. The management board communicates regularly with the
supervisory board. Members of the supervisory board are appointed by shareholders at a general meeting upon a binding nomination of the supervisory board.
The nominating and corporate governance committee of the supervisory board recommends members for nomination to the supervisory board. The members
of the supervisory board are not authorized to represent us in dealings with third parties.

Meetings and activities of the supervisory board

The supervisory board held 4 meetings in 2016, The meetings were very well attended (92%) by the supervisory board members.

In 2016, the supervisory board spent a considerable period of time discussing (pre-) clinical research updates, business developments objectives
and strategy, Initial Private Offering and litigation procedures. In addition meetings were held to discuss the budget process and budget, the quarterly results
and press releases.

The supervisory board performs evaluations related to the functioning of the supervisory board, its committees, the individual members and the
chairpersons of the supervisory board and the committees, as well as the functioning of the management board and its individual members. The composition
of both boards, and the desired profile, composition and competence were also evaluated. The supervisory board has embedded this evaluation process in its
ordinary course of business.

Composition of management board and supervisory board

Taking into account the legislation that re-entered into force in the Netherlands on April 13, 2017 and concerning the composition of the
companies’ management board and supervisory board, we highlight that the composition of the management board is currently equally divided in male and
female. We further note that the members of the supervisory board are currently all male. Nonetheless, the Company believes that the composition of its
supervisory board has a broad diversity of experience, expertise and backgrounds, and that the backgrounds and
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qualifications of the supervisory directors, considered as a group, provide a significant mix of experience, knowledge, abilities and independence that we
believe will allow our supervisory board to fulfill its responsibilities and properly execute its duties. In the future, the Company does not rule out appointing
females to achieve a balanced distribution of seats.

Our supervisory board is comprised of seven members and in accordance with the composition profile as adopted by the supervisory board. Each
supervisory board member is elected for a term of up to four years. A supervisory board member may be re-appointed for up to two subsequent terms.
Supervisory board members must retire periodically in accordance with a rotation plan. Our supervisory board members do not have a retirement age
requirement under our Articles of Association. Our supervisory board members are elected, or re-appointed as the case may be, by our general meeting of
shareholders in accordance with the Articles of Association to serve until their successors are duly elected and qualified.

Currently, certain members of our supervisory board are not independent within the means of the Dutch Corporate Governance Code. These
supervisory board members are Lionel Carnot, John de Koning, Anand Mehra and Jack B. Nielsen. These supervisory board members are representatives of
(and/or employed by) some of our shareholders. We have the intention to increase the number of independent members on our supervisory board over time.

For further details and biographies of the member of the supervisory board see Chapter 2.10 of the Directors Report.

Remuneration of the supervisory board

In May 2016, the company established the Supervisory Board Remuneration Program. As part of this program, the members of the supervisory
board are entitled to cash compensation as well as equity compensation. The equity compensation consists of an initial option grant as well as annual awards,
subject to approval of the general meeting of shareholders.

Consistent with market practice in the U.S., supervisory board members receive rights to acquire depositary receipts for common shares in the
company’s capital as part of their remuneration. In connection with this offering, we expect to adopt a Supervisory Board Compensation Program, which will
provide for cash and equity compensation to our supervisory board members. Refer to Note 21 to the consolidated financial statements for further information
on supervisory board compensation

Committees of the supervisory board

The supervisory board has established an audit committee, compensation committee, and nominating and corporate governance committee,
which operate pursuant to written charters adopted by our supervisory board. Refer to Chapter 1.10 of the Directors Report.

Financial statements and audits

In this Annual Report, the financial statements for 2016 are presented as prepared by the management board, audited by KPMG. We have
reviewed the financial statements, and the management report. We have no objections, thus we concur with the results of the audit, and it has been approved
by the supervisory board. In closing, the supervisory board would like to again thank all Merus employees for their dedication and hard work during 2016.

Utrecht, the Netherlands, May 5, 2017

Mark Iwicki

Chairman of the Supervisory Board, on Behalf of the full Supervisory Board.
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 1.16. Corporate Governance Report

General

Since our initial public offering and listing on the NASDAQ on 19 May 2016, we are required to comply with the Dutch Corporate Governance
Code which applies to all Dutch companies listed on a regulated stock exchange (in The Netherlands or elsewhere).

The full text of the Dutch Corporate Governance Code can be found at the website of the Monitoring Commission Corporate Governance Code
(www.mccg.nl)

Because of our listing on the NASDAQ we are also required to comply with the US Sarbanes-Oxley Act of 2002, and the rules and regulations
from the US Securities and Exchange Commission (‘SEC’). The Company qualifies as a non-accelerated emerging growth company.

However, we are a foreign private issuer. As a result, in accordance with NASDAQ rules, we comply with home country governance
requirements and certain exemptions thereunder rather than complying with NASDAQ corporate governance standards. In accordance with Dutch law and
generally accepted business practices, our Articles of Association do not provide quorum requirements generally applicable to general meetings of
shareholders in the United States. To this extent, our practice varies from the requirement of NASDAQ Listing Rule 5620(c), which requires an issuer to
provide in its bylaws for a generally applicable quorum, and that such quorum may not be less than one-third of the outstanding voting stock. Although we
must provide shareholders with an agenda and other relevant documents for the general meeting of shareholders, Dutch law does not have a regulatory regime
for the solicitation of proxies and the solicitation of proxies is not a generally accepted business practice in the Netherlands, thus our practice will vary from
the requirement of NASDAQ Listing Rule 5620(b). As permitted by the listing requirements of NASDAQ, we have also opted out of the requirements of
NASDAQ Listing Rule 5605(d), which requires an issuer to have a compensation committee that consists entirely of independent directors, and NASDAQ
Listing Rule 5605(e), which requires an issuer to have independent director oversight of director nominations. In addition, we have opted out of shareholder
approval requirements for the issuance of securities in connection with certain events such as the acquisition of stock or assets of another company, the
establishment of or amendments to equity-based compensation plans for employees, a change of control of us and certain private placements. To this extent,
our practice varies from the requirements of NASDAQ Listing Rule 5635, which generally requires an issuer to obtain shareholder approval for the issuance
of securities in connection with such events.

Dutch Corporate Governance Code

The management board and supervisory board are responsible for the corporate governance structure and are responsible to ensure that the
practices and procedures of the company comply with both Dutch and corporate governance requirements. The DCGC contains both principles and best
practice provisions for management boards, supervisory boards, shareholders and general meetings of shareholders, financial reporting, auditors, disclosure,
compliance and enforcement standards. As a Dutch company, we are subject to the DCGC and are required to disclose in our annual report, filed in the
Netherlands, whether we comply with the provisions of the DCGC. If we do not comply with the provisions of the DCGC (for example, because of a
conflicting NASDAQ requirement or otherwise), we must list the reasons for any deviation from the DCGC in our annual report. We acknowledge the
importance of good corporate governance. However, at this stage, we do not comply with all the provisions of the DCGC, to a large extent because such
provisions conflict with or are inconsistent with the corporate governance rules of NASDAQ and U.S. securities laws that apply to us, or because such
provisions do not reflect best practices of global companies listed on NASDAQ. The discussions below summarize the most important differences between
our expected governance structure following this offering and the principles and best practices of the DCGC:
 

•  The company shall have an internal risk management and control system that is suitable for the company (section II.1.3 of the DCGC)

We are currently in the process of reviewing and implementing such internal risk management and control system that is suitable for us. We
intend to comply with this best practice provision as soon as reasonably possible.
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•  The best practice provisions regarding the grant of options, such as that they shall, in any event, not be exercised in the first three years after the date of
granting and the number of options to be granted shall be dependent on the achievement of challenging targets specified beforehand, (section II.2.4 and
II.2.6 of the DCGC),

The options granted under the 2010 Option Plan vest in installments over a four-year period from the grant date. Twenty-five percent of the
options vest on the first anniversary of the vesting commencement date, and the remaining 75% of the options vest in 36 monthly installments for each full
month of continuous service provided by the option holder thereafter, such that 100% of the options shall become vested on the fourth anniversary of the
vesting commencement date. The options granted are exercisable once vested. Options will lapse on the eighth anniversary of the date of grant. The options
granted under the 2016 Plan will be subject to vesting in accordance with the applicable award agreement and will be exercisable upon vesting. The term of
options granted under the 2016 Plan may not be longer than ten years (or five years in the case of ISOs granted to certain significant shareholders). We do not
intend to comply with all of the above requirements as we believe it is in the best interest of the company to attract and retain highly skilled management
board members on conditions based on market practice, as we believe these are.
 

•  Shares granted to management board members without financial consideration shall be retained for a period of at least five years or until at least the
end of the employment, if this period is shorter (section II.2.5 of the DCGC.)

Consistent with market practice in the U.S., the primary trading jurisdiction of our ordinary shares, and in order to further support our ability to
attract and retain the right highly qualified candidates for a management board position, options awarded to our management board members as part of their
remuneration are subject to time-based vesting. The 2016 Plan under which shares may be granted (including to the management board) provides for the
retention of shares for the time period specified in the applicable award agreement. We believe that shares held by the management board should be retained
for a certain period, however, such period may be shorter than five years.
 

•  Neither the exercise price of options granted nor the other conditions may be modified during the term of the options, except in so far as prompted by
structural changes relating to the shares or the company in accordance with established market practice. (section II.2.7 of the DCGC).

In October 2015, the exercise price of options granted prior to January 2015 under the 2010 Option Plan was amended. In addition, in connection
with the IPO, the 2010 Option Plan was amended to reflect that an option entails the right of the holder to purchase common shares rather than depositary
receipts as we are no longer a private company, but a public company with publicly traded shares.
 

•  All supervisory board members, with the exception of not more than one person, shall be independent within the meaning of the DCGC (section III.2.1
of the DCGC).

Currently, certain members of our supervisory board are not independent within the meaning of the DCGC. These supervisory board members
are representatives of (and/or employed by) some of our shareholders. Although we have the intention to increase the number of independent members on our
supervisory board over time, it is our view that given the nature of our business and the practice in our industry and considering our shareholder structure, it is
justified that only three supervisory board members will be independent. We may need to deviate from the DCGC’s independence definition for supervisory
board members either because such provisions conflict with or are inconsistent with the corporate governance rules of NASDAQ and U.S. securities laws that
apply to us, or because such provisions do not reflect best practices of global companies listed on NASDAQ. We may need to further deviate from the
DCGC’s independence definition for supervisory board members when looking for the most suitable candidates. For example, a future supervisory board
candidate may have particular knowledge of, or experience in our industry, but may not meet the definition of independence in the DCGC. As such
background is very important to the efficacy of our supervisory board, our supervisory board may decide to nominate candidates for appointment who do not
fully comply with the criteria as listed under best practice provision III.2.2 of the DCGC.
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•  A supervisory board member may not be granted any shares and/or rights to shares by way of remuneration. Any shares held by a supervisory board
member in the company on whose board he sits are long-term investments (section III.7.1 of the DCGC).

Consistent with market practice in the U.S., our supervisory board members receive rights to acquire depositary receipts for shares in our capital
as a part of their remuneration. In connection with these rights, we expect to adopt a Supervisory Board Compensation Program, which will provide for cash
and equity compensation to our Supervisory Board members. Refer to Note 21 to the consolidated financial statements for further information on
management board and supervisory board compensation.

Although the DCGC discourages such remuneration, we believe that such remuneration is appropriate due to our listing on NASDAQ.
 

•  The cancellation of the binding nature of a nomination for the appointment of a member of the management board or the supervisory board and/or a
resolution to dismiss a member of the management board or of the supervisory board by an absolute majority of the votes cast (Section IV.1.1 of the
DCGC)

Our Articles of Association provide that the binding nomination of the supervisory board for the appointment of a member of the management
board or the supervisory board may be overruled by the general meeting with a majority of at least two third of the votes cast representing more than half of
the issued share capital. The dismissal of a member of the management board or supervisory board also requires a majority of two third of the votes cast
representing more than half of the issued share capital.
 

•  The company shall formulate an outline policy on bilateral contacts with the shareholders and publish this policy on its website (section IV.3.13 of the
DCGC).

We believe we should be reluctant in maintaining bilateral contracts with some of our shareholders. However, we are still considering this topic
and if we believe such bilateral contracts should be entered into with the shareholders, we shall formulate an outline policy and publish such policy on our
website.

Other Codes of Conduct or Corporate Governance Practices

We have adopted a Code of Business Conduct and Ethics, or the Code of Conduct, that is applicable to all of our employees, senior management,
members of the management board and supervisory board, consultants of the Company and others temporarily assigned to perform work or services for the
Company. The most current version of the Code of Conduct is available on our website at www.merus.nl. Our management board is responsible for
administering the Code of Conduct. The management board is allowed to amend, alter or terminate the Code of Conduct, but only with the approval of the
supervisory board.

General meeting of shareholders

The Company’s general meeting of shareholders (the “General Meeting”) may be held in Utrecht, Amsterdam, Rotterdam, Haarlemmermeer
(Schiphol) or The Hague, the Netherlands.

The Company must hold at least one General Meeting each year, to be held within six months after the end of our fiscal year. This annual
General Meeting shall be called by the management board or the supervisory board in accordance with applicable law. In addition, a General Meeting must
also be held within three months if our management board has determined it to be likely that the Company’s equity has decreased to an amount equal to or
lower than half of its paid up and called up capital. If the management board and the supervisory board have failed to ensure that a General Meeting as
referred to in the preceding sentences is held in a timely fashion, each shareholder and other person entitled to attend General Meetings may be authorized by
the Dutch court to convene the General Meeting.

Our management board or supervisory board may convene extraordinary General Meetings whenever our respective board so decides. One or
more shareholders and/or others entitled to attend General Meetings, alone or jointly representing at least 10% of our issued share capital, may on their
application, be authorized by the Dutch court to convene a General Meeting. The Dutch court will disallow the application if it does not appear that the
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applicants have previously requested that the management board or supervisory board convene a General Meeting and the management board or supervisory
board has not taken the necessary steps so that such General Meeting could be held within six weeks after the request.

General Meetings are convened in the manner and with reference to applicable law and stock exchange requirements, with due observance of a
convening notice of at least 15 days, by a notice which includes (i) the subjects to be discussed, (ii) the place and time of the General Meeting, (iii) the
procedures for participation in the General Meeting and the exercise of voting rights in person or by proxy, and (iv) such other items as must be included in
the notice pursuant to applicable law and stock exchange rules. One or more shareholders and/or others entitled to attend General Meetings, alone or jointly
representing at least 3% of the issued share capital, have the right to request the inclusion of additional items on the agenda of General Meetings. Such
requests must be made in writing, substantiated and received by us no later than on the 60th day before the day of the relevant General Meeting. No
resolutions are to be adopted on items other than those which have been included on the agenda.

Under the DCGC, shareholders and others entitled to attend General Meetings who wish to exercise their rights to request the convening of a
General Meeting or to put matters on the agenda, as discussed above, should first consult our management and supervisory board. If the envisaged exercise of
such rights might result in a change to the Company’s strategy, the DCGC allows the management and supervisory board to invoke a reasonable response
period of up to 180 days. If invoked, such response period should be used for further deliberation and constructive consultation and explore alternatives. The
response period may be invoked only once for any given General Meeting and shall not apply (i) in respect of a matter for which a response period has been
previously invoked, or (ii) if a shareholder holds at least 75% of the Company’s issued share capital as a consequence of a successful public bid.

Regardless of who would be entitled to attend the General Meeting in the absence of a record date as set forth in the applicable provisions of the
Dutch Civil Code, persons entitled to attend the General Meeting are those who, on the record date (if determined by the management board), have voting
rights and/or meeting rights with respect to a class of shares of the Company and have been registered as such in a register designated by the management
board for that purpose. The record date (if determined by the management board) must be the 28th day prior to that of the General Meeting concerned.

Admission to the General Meeting shall be given to the persons who have pre-registered for the General Meeting in the period between the
record date for the General Meeting and the meeting itself.

The Company’s articles of association do not attribute specific powers to the General Meeting, in addition to those which follow from Dutch law.
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2. FINANCIAL STATEMENTS 2016

2.1 Consolidated statement of financial position

After appropriation of the result for the year
 
   Notes   

December 31,
2016   

December 31,
2015  

       (euros in thousands)  
Non-current assets      
Property, plant and equipment    6     648   325 
Intangible assets    7     374   435 
Restricted cash    12     167   218 

      
 

   
 

     1,189   978 

Current assets      
Financial asset    9     11,847   —   
Trade and other receivables    10     2,357   1,665 
Cash and cash equivalents      56,917   32,851 

      
 

   
 

     71,120   34,516 
      

 
   

 

Total assets      72,310   35,494 
      

 

   

 

Shareholders’ equity    14     
Issued and paid-in capital      1,448   775 
Share premium account      139,878   90,909 
Accumulated loss      (107,295)   (63,382) 

      
 

   
 

Total equity      34,031   28,302 

Non-current liabilities      
Borrowings    12     319   486 
Deferred revenue    13     30,206   390 

Current liabilities      
Borrowings    12     167   167 
Trade payables      2,298   2,419 
Taxes and social security liabilities      29   142 
Deferred revenue    13     1,610   223 
Other liabilities and accruals    11     3,650   3,365 

      
 

   
 

     7,754   6,316 
      

 
   

 

Total liabilities      38,280   7,192 
      

 
   

 

Total equity and liabilities      72,310   35,494 
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 2.2 Consolidated Statement of Profit or Loss and Comprehensive Loss
 
   Notes  2016   2015  

      
(Euros in thousands, except per

share data)  
Revenue   15    2,719   1,977 

      
 

   
 

     2,719   1,977 
Research and development costs   16    (18,991)   (16,350) 
Management and administration costs   16    (4,258)   (768) 
Other expenses   16    (7,142)   (7,898) 

      
 

   
 

Total operating expenses      (30,391)   (25,016) 
Operating result      (27,672)   (23,039) 
Finance income   18    88   50 
Finance costs   18    (19,644)   (195) 

      
 

   
 

Total finance income (expenses)      (19,556)   (145) 
      

 
   

 

Result before tax      (47,228)   (23,184) 
Income tax expense   9    —     —   

      
 

   
 

Result after taxation      (47,228)   (23,184) 
Exchange differences from translation of foreign operations      8   —   

      
 

   
 

Other comprehensive income      8   —   
      

 
   

 

Total comprehensive loss for the year      (47,220)   (23,184) 
      

 

   

 

Basic (and diluted) loss per share(1)(2)   19    (3.57)   (3.95) 
      

 

   

 

The results for the year and the comprehensive loss for the year are fully attributable to the owners of the Company.
 
(1) The basic (and diluted) loss per share is adjusted based on the reverse share split with reference to note 14 regarding the capital reorganization.
(2) For the periods included in these financial statements, the share options are not included in the diluted loss per share calculation as the Company was

loss-making in all these periods. Due to the anti-dilutive nature of the outstanding options, basic and diluted loss per share is equal.
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 2.3 Consolidated Statement of Changes in Equity
 

  Note  

Common
share

capital   

Class A
Pref.
share

capital   

Class B
Pref.
share

capital   

Class C
Pref.
share

capital   

Common
share

premium   

Class A
Pref.
share

premium  

Class B
Pref.
share

premium   

Class C
Pref.
share

premium   
Accumulated

loss   
Total
equity  

     (euros in thousands)  
Balance at January 1, 2015    30   21   231   —     1,564   1,334   34,026   —     (40,765)   (3,559) 
Result    —     —     —     —     —     —     —     —     (23,184)   (23,184) 
Other comprehensive income    —     —     —     —     —     —     —     —     —     —   

    
 

   
 

   
 

   
 

   
 

   
 

   
 

   
 

   
 

   
 

Total comprehensive loss    —     —     —     —     —     —     —     —     (23,184)   (23,184) 
    

 
   

 
   

 
   

 
   

 
   

 
   

 
   

 
   

 
   

 

Transactions with owners of the
Company:            

Issuance of shares (net)   14    —     —     120   373   —     —     4,880   49,105   —     54,478 
Equity settled shared-based payments   17    —     —     —     —     —     —     —     —     567   567 
Total contributions by and distributions

to owners of the Company    —     —     120   373   —     —     4,880   49,105   567   55,045 
    

 
   

 
   

 
   

 
   

 
   

 
   

 
   

 
   

 
   

 

Balance at December 31, 2015    30   21   351   373   1,564   1,334   38,906   49,105   (63,382)   28,302 
    

 

   

 

   

 

   

 

   

 

   

 

   

 

   

 

   

 

   

 

Balance at January 1, 2016    30   21   351   373   1,564   1,334   38,906   49,105   (63,382)   28,302 
Result    —     —     —     —     —     —     —     —     (47,228)   (47,228) 
Other comprehensive loss    —     —     —     —     —     —     —     —     8   8 

    
 

   
 

   
 

   
 

   
 

   
 

   
 

   
 

   
 

   
 

Total comprehensive loss    —     —     —     —     —     —     —     —     (47,220)   (47,220) 
Transactions with owners of the

Company:            
Issuance of shares (net)   14    673   —     —     —     50,478   —     —     —     —     51,151 
IPO expenses    —     —     —     —     (1,509)   —     —     —     —     (1,509) 
Conversion preference shares   14    745   (21)   (351)   (373)   89,345   (1,334)   (38,906)   (49,105)   —     —   
Equity settled shared-based payments   17    —     —     —     —     —     —     —     —     3,307   3,307 

    
 

   
 

   
 

   
 

   
 

   
 

   
 

   
 

   
 

   
 

Total contributions by and distributions
to owners of the Company    1,418   (21)   (351)   (373)   138,314   (1,334)   (38,906)   (49,105)   3,307   52,949 

    
 

   
 

   
 

   
 

   
 

   
 

   
 

   
 

   
 

   
 

Balance at December 31, 2016    1,448   —     —     —     139,878   —     —     —     (107,295)   34,031 
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 2.4 Consolidated Statement of Cash flows as of December 31
 
   Note    2016   2015  
       (euros in thousands)  
Cash flows from operating activities      
Result after taxation      (47,228)   (23,184) 
Adjustments for:      
Change in fair value derivative    18     19,213   —   
Unrealized foreign exchange results    18     365   —   
Depreciation and amortization    7, 8     234   193 
Share option expenses    17     3,307   567 
Net finance (income) expenses    18     (33)   145 

      
 

   
 

     (24,142)   (22,279) 

Changes in working capital:      
Trade and other receivables    10     (1,365)   (816) 
Trade payables      (121)   10 
Other liabilities and accruals    11     286   461 
Deferred revenue    13     (223)   (223) 
Tax and social security liabilities      (113)   11 

      
 

   
 

Cash used in operating activities      (25,678)   (22,836) 

Interest paid    18     (55)   (195) 
Taxes paid    9     —     —   

      
 

   
 

Net cash used in operating activities      (25,733)   (23,031) 

Cash flows from investing activities      
Acquisition of property, plant and equipment    7     (496)   (103) 
Interest received    10, 18    88   50 

      
 

   
 

Net cash used in investing activities      (408)   (53) 

Cash flows from financing activities      
Proceeds from issuing shares    14     50,547   46,478 
Prepaid share issuance costs    10     (230)   —   
Proceeds from borrowings    14     —     8,000 
Repayment of borrowings    12     (167)   (166) 
Changes in restricted cash    12     51   55 

      
 

   
 

Net cash from financing activities      50,201   54,367 

Net increase/(decrease) in cash and cash equivalents      24,060   31,283 
Effects of exchange rate changes on cash and cash equivalents      6   —   
Cash and cash equivalents as at January 1      32,851   1,568 

      
 

   
 

Cash and cash equivalents as at December 31      56,917   32,851 
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 2.5 Notes to the Consolidated Financial Statements
 

1. General Information

Merus N.V. is a clinical-stage immuno-oncology company developing innovative bispecific antibody therapeutics, headquartered in Utrecht, the Netherlands.
Merus US, Inc. is a wholly-owned subsidiary of Merus N.V. located in Boston, Massachusetts, United States. These audited consolidated financial statements
as at and for the twelve-month period ended December 31, 2016 comprise Merus N.V. and Merus US, Inc. (together, the “Company”).

On May 24, 2016, Merus N.V. closed its initial public offering of 5,500,000 common shares and, upon the underwriters’ exercise of their option to purchase
additional shares on May 26, 2016, issued an additional 639,926 of its common shares, at a price to the public of US$10.00 per share (the “IPO”). Net
proceeds to Merus N.V. after deducting underwriting discounts and commissions and offering expenses were US$53.3 million. On May19, 2016, Merus
N.V.’s common shares were listed on The NASDAQ Global Market (“NASDAQ”). In connection with the IPO, Merus N.V.’s legal structure under Dutch law
was changed from a private company with limited liability (besloten vennootschap met beperkte aansprakelijkheid) to a public company with limited liability
(naamloze vennootschap). In addition, in connection with the IPO, all of Merus N.V.’s preferred shares converted into common shares.

Merus N.V. was incorporated in the Netherlands, with its statutory seat in Utrecht. In connection with becoming a public company, on May 19, 2016, Merus
N.V.’s name changed from “Merus B.V.” to “Merus N.V.” The address of Merus N.V.’s registered office is Yalelaan 62, 3584 CM Utrecht, the Netherlands
(KVK# 30189136).

 
2. Basis of Preparation

These consolidated financial statements have been authorized for issuance on April 27, 2017. Certain prior year information has been reclassified to conform
to current period presentation.

Statement of Compliance

These consolidated financial statements (“the financial statements”) have been prepared in accordance with International Financial Reporting Standards
(“IFRS”) as issued by the International Accounting Standards Board.

The financial statements have been prepared under the historical cost convention unless otherwise stated in the below accounting policies.

Functional and Presentation Currency

The financial statements are presented in euros, which is the Company’s functional and presentation currency. All amounts are rounded to the nearest
thousands of euros, except as otherwise indicated.

Going Concern

During the year ended December 31, 2016, the Company suffered losses from its operations, which further weakened the shareholders’ equity (not
considering the impact of the IPO).

The Company expects to incur significant expenses and operating losses for the foreseeable future as its bispecific antibody candidate’s advance from
discovery through preclinical development and into clinical trials, and it seeks regulatory approval and pursues commercialization of any approved bispecific
antibody candidate. In addition, the Company may incur expenses in connection with the licensing or acquisition of additional bispecific antibody candidates.

As a result, the Company may need additional financing to support its continuing operations. Until the Company can generate significant revenue from
product sales, if ever, the Company expects to finance its operations through
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public equity or debt financings or other sources, which may include collaborations with third parties. Adequate additional financing may not be available to
the Company on acceptable terms, or at all. The Company’s inability to raise capital as and when needed would have a negative impact on the financial
condition and ability to pursue its business strategy. The Company will need to generate significant revenue to achieve profitability and may never do so.

Based on the Company’s current clinical development plans, it expects its existing cash balance to last well into 2019. For this assessment the Company takes
into consideration its existing cash and cash equivalents, including funds raised from the IPO, which closed in May 2016, as well as the new funding in 2017
through the collaboration with Incyte Corporation (as included under Note 24 “Subsequent events”).

Use of Estimates, Judgements and Assumptions

In the application of the Company’s accounting policies, management is required to make judgments, estimates and assumptions that affect the reported
amounts of assets, liabilities, income and expenses that are not readily apparent from other sources. The estimates and associated assumptions are based on
historical experience and other factors that are considered to be relevant. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognized prospectively.

The following are the critical judgments and assumptions that management has made in the process of applying the Company’s accounting policies and that
have the most significant effect on the amounts recognized in the financial statements.

Capitalization of Development Costs

The criteria for capitalization of development costs have been considered by management and determined not to have been met in the twelve month period
ended December 31, 2016. Therefore, all development expenditures relating to internally generated intangible assets in the twelve month period ended
December 31, 2016 were expensed as incurred.

Income Tax

The criteria for the recognition of unused tax losses are disclosed in Note 3” Significant accounting policies”. As at December 31, 2016, deferred tax assets
have not been recognized in respect of tax losses, because the Company has no history of generating taxable profits and there is no convincing evidence that
sufficient taxable profit will be available against which the tax losses can be utilized. The amount of the unutilized tax losses is disclosed in Note 9.

Accounting for Upfront License Fees

The Company entered into a research and license agreement with ONO Pharmaceuticals Co., Ltd (“ONO”) in April 2014. In connection with this
arrangement, the Company received an upfront fee, which relates to the integrated package of deliverables under the contract (one single performance
obligation). The applicable period over which to recognize the upfront payment is a significant judgment. Revenue related to this upfront fee is deferred and
amortized on a straight-line basis over the contract period, as that is the period over which the Company provides its integrated service activities to ONO.

Equity Settled Share-Based Payments

Share options granted to employees and consultants providing similar services are measured at the grant date fair value of the equity instruments granted. The
grant date fair value is determined through the use of an option-pricing model considering the following variables:
 

(a) the exercise price of the option;
 

(b) the expected life of the option;
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(c) the current value of the underlying shares;
 

(d) the expected volatility of the share price;
 

(e) the dividends expected on the shares; and
 

(f) the risk-free interest rate for the life of the option.

For the Company’s share option plans, management’s judgment is that the Black-Scholes valuation model and the binomial option pricing model are the most
appropriate methods for determining the fair value of the Company’s share options considering the terms and conditions attached to the grants made and to
reflect exercise behavior. Since the Company was not listed on a national securities exchange until May 19, 2016, there was no published share price
information available until May 19, 2016. Consequently, the Company estimated the fair value of its shares and the expected volatility of that share value for
the period up to May 19, 2016.

As the Company’s shares have not been publicly traded for a sufficient amount of time, the expected volatility was set by considering the historic share price
volatility of a set of peer companies for 2016. For post-IPO valuations, the continuous yield on U.S. Treasury Bills with a term to maturity comparable to the
expected life of the options, as published by the U.S. Department of Treasury, was applied.

The result of the share option valuations and the related compensation expense that is recognized for the respective vesting periods during which services are
received, is dependent on the model and input parameters used. Even though management considers the fair values reasonable and defensible based on the
methodologies applied and the information available, others might derive a different fair value for the Company’s share options. These assumptions and
estimates are further discussed in Note 14 to the financial statements.

 
3. Significant Accounting Policies

The accounting policies set out below have been consistently applied to all periods presented in these financial statements.

Income and expenses are accounted for on an accrual basis. Profit is only included when realized at the statement of financial position date. Losses
originating before the end of the financial year are taken into account if they have become known before preparation of the financial statements.

Basis of consolidation

(i) Subsidiaries

Subsidiaries are entities controlled by the Group, consisting of Merus N.V. and its wholly owned subsidiary Merus US, Inc. The Group controls an entity
when it is exposed to, or has rights to, variable returns from its involvement with the entity and has the ability to affect those returns through its power over
the entity. The financial statements of subsidiaries are included in the consolidated financial statements from the date on which control commences until the
date on which control ceases. At December 31, 2016, the net equity of Merus US, Inc amounted to €150 thousand, which also reflected the profit for the
period from incorporation to December 31, 2016.

(ii) Loss of control

When the Group loses control over a subsidiary, it derecognizes the assets and liabilities of the subsidiary, and any non-controlling interests and other
components of equity. Any resulting gain or loss is recognized in profit or loss. Any interest retained in the former subsidiary is measured at fair value when
control is lost.

(iii) Transactions eliminated on consolidation

Intra-group balances and transactions, and any unrealized income and expenses arising from intra-group transactions, are eliminated. Unrealized gains arising
from transactions with equity-accounted investees are eliminated against the investment to the extent of the Group’s interest in the investee. Unrealized losses
are eliminated in the same way as unrealized gains, but only to the extent that there is no evidence of impairment.
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Foreign Currency Transactions

Foreign currency transactions are translated using the exchange rates at the dates of the transactions. Foreign exchange gains and losses resulting from the
settlement of such transactions and from the translation of monetary assets and liabilities denominated in foreign currencies at the exchange rate at the
reporting date are generally recognized in the statement of profit or loss and comprehensive loss.

The results and financial position of foreign operations that have a functional currency different from the presentation currency are translated into the
presentation currency as follows:
 

 •  assets and liabilities for each balance sheet presented are translated at the closing rate at the date of that balance sheet;
 

 
•  income and expenses for each statement of profit or loss and comprehensive income or loss are translated at average exchange rates

(unless this is not a reasonable approximation of the cumulative effect of the rates prevailing on the transaction dates, in which case
income and expenses are translated at the exchange rates at the dates of the transactions; and

 

 •  all resulting exchange differences are recognized in other comprehensive income.

Property, Plant and Equipment

Property, plant and equipment are measured at cost less accumulated depreciation and accumulated impairment losses (if any). Cost includes expenditure that
is directly attributable to the acquisition of the items. Depreciation of property, plant and equipment is charged on a straight-line basis over estimated useful
lives of generally five years, taking residual value into account. If significant parts of an item of property, plant and equipment have different useful lives,
they are accounted for as separate items (major components) of property, plant and equipment.

Subsequent expenditure is capitalized only when the expenditure will increase the future economic benefit of the asset. All other expenditures are expensed in
the profit or loss and comprehensive income or loss.

Depreciation rates are based on the following estimated economic useful lives of the tangible fixed assets concerned:
 

 •  Plant and equipment: 5 years
 

 •  Other fixed assets: 5 years

Intangible Assets

Intangible assets are identifiable non-monetary assets without physical substance. An asset is a resource that is controlled by the enterprise as a result of past
events (for example, purchase or self-creation) and from which future economic benefits (inflows of cash or other assets) are expected.

The useful lives of intangible assets are assessed to be finite and amortized over the useful economic life and assessed for impairment whenever there is an
indication that the intangible asset may be impaired. Amortization begins when the asset is available for use.

 
 (a) Patents

Patents acquired separately by the Company are reported at cost less accumulated amortization and accumulated impairment losses. Amortization is charged
on a straight-line basis over the shorter of their estimated economic or legal lives. The estimated useful life and amortization method are reviewed at the end
of each annual reporting period, with the effect of any changes in estimates being accounted for on a prospective basis.
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 (b) Research and Development

The Company incurs research and development expenses related to its clinical trials and preclinical drug development programs. Development expenses are
defined as expenses incurred to achieve technical and commercial feasibility. Expenditure on research activities is recognized as an expense in the period in
which it is incurred.

Development is capitalized if, and only if, all of the following have been demonstrated:
 

 •  the technical feasibility of completing the intangible asset so that it will be available for use or sale;
 

 •  the intention to complete the intangible asset and use or sell it;
 

 •  the ability to use or sell the intangible asset;
 

 •  how the intangible asset will generate probable future economic benefits;
 

 •  the availability of adequate technical, financial and other resources to complete the development and to use or sell the intangible asset;
and

 

 •  the ability to measure reliably the expenditure.

Financial Instruments

The Company classifies non-derivative financial assets as loans and receivables. The Company classifies non-derivative financial liabilities into the other
financial liabilities category.

 
 (c) Non-Derivative Financial Assets and Financial Liabilities

The Company initially recognizes loans and receivables issued on the date when they are originated. All other financial assets and financial liabilities are
initially recognized on the trade date.

The Company derecognizes a financial asset when the contractual rights to the cash flows from the asset expire, or it transfers the rights to receive the
contractual cash flows in a transaction in which substantially all the risks and rewards of ownership of the financial asset are transferred, or it neither transfers
nor retains substantially all of the risks and rewards of ownership and does not retain control over the transferred asset. Any interest in such derecognized
financial assets that is created or retained by the Company is recognized as a separate asset or liability.

The Company derecognizes a financial liability when its contractual obligations are settled or cancelled, or expire. Financial assets and financial liabilities are
offset and the net amount presented in the statement of financial position when, and only when, the Company has a legal right to offset the amounts and
intends either to settle them on a net basis or to realize the asset and settle the liability simultaneously.

Derivative Financial Assets and Liabilities

Derivative financial instruments are initially recognized at fair value on the date on which a derivative contract is entered into and are subsequently
remeasured at fair value with net changes in fair value presented as finance expenses (negative net changes in fair value) or finance income (positive net
changes in fair value) in the consolidated statement of profit or loss and comprehensive loss. Derivatives are carried as financial assets when the fair value is
positive and as financial liabilities when the fair value is negative.

Derivatives embedded in host contracts are accounted for as separate derivatives and recorded at fair value if their economic characteristics and risks are not
closely related to those of the host contracts and the host contracts are not held for trading or designated at fair value through profit or loss. These embedded
derivatives are measured at fair value with changes in fair value recognized in profit or loss. Reassessment only occurs if there is either a change in the terms
of the contract that significantly modifies the cash flows that would otherwise be required or a reclassification of a financial asset out of the fair value through
profit or loss category.
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 (d) Loans and Receivables

These assets are initially recognized at fair value plus any directly attributable transaction costs. Subsequent to initial recognition, they are measured at
amortized cost using the effective interest method.

 
 (e) Non-Derivative Financial Liabilities

Non-derivative financial liabilities are initially recognized at fair value less any directly attributable transaction costs. Subsequent to initial recognition, these
liabilities are measured at amortized cost using the effective interest method.

Borrowing Costs

Borrowing costs are related to the interest expense on loans and are expensed in the period in which they are incurred.

Cash and Cash Equivalents

For the purpose of presentation in the statement of cash flows as well as the statement of financial position, cash and cash equivalents includes deposits held
with financial institutions with original maturities of less than three months.

Treatment of equity issuance cost

Costs related to the issuance of new shares have been accounted for as follows:
 

 
•  incremental costs that are directly attributable to issuing new shares were initially recognized as prepaid expenses and were deducted

from equity (net of any income tax benefit); costs that relate to listing on NASDAQ, or are otherwise not incremental and directly
attributable to issuing new shares, were directly recorded as an expense in the statement of profit or loss and comprehensive loss; and

 

 •  costs that relate to both share issuance and listing were allocated between those functions on a rational and consistent basis.

Provisions

A provision is recognized if the following applies:
 

 •  the company has a legal or constructive obligation, arising from a past event;
 

 •  the amount can be estimated reliably; and
 

 •  it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation.

If all or part of the payments that are necessary to settle a provision are virtually certain to be fully or partially compensated by a third party upon settlement
of the provision, then the compensation amount is presented separately as an asset.

Provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects current market assessments of the time value of money
and the risks specific to the liability. The unwinding of the discount is recognized as finance cost.
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Impairment

Financial Assets Measured at Amortized Cost

The Company considers evidence of impairment for these assets at both an individual asset and a collective level. All individually significant assets are
individually assessed for impairment. Those found not to be impaired are then collectively assessed for any impairment that has been incurred but not yet
individually identified. Assets that are not individually significant are collectively assessed for impairment. Collective assessment is carried out by grouping
together assets with similar risk characteristics.

In assessing collective impairment, the Company uses historical information on the timing of recoveries and the amount of loss incurred, and makes an
adjustment if current economic and credit conditions are such that the actual losses are likely to be greater or lesser than suggested by historical trends.

An impairment loss is calculated as the difference between an asset’s carrying amount and the present value of the estimated future cash flows discounted at
the asset’s original effective interest rate. Losses are recognized in profit or loss and reflected in an allowance account. When the Company considers that
there are no realistic prospects of recovery of the asset, the relevant amounts are written off. If the amount of impairment loss subsequently decreases and the
decrease can be related objectively to an event occurring after the impairment was recognized, then the previously recognized impairment loss is reversed
through profit or loss.

Non-Financial Assets

At each reporting date, the Company reviews the carrying amounts of its non-financial assets to determine whether there is any indication of impairment. If
any such indication exists, then the asset’s recoverable amount is estimated.

For impairment testing, assets are grouped together into the smallest group of assets that generates cash inflows from continuing use that are largely
independent of the cash inflows of other assets or cash generating units (“CGU”).

The recoverable amount of an asset or CGU is the greater of its value in use and its fair value less costs to sell. Value in use is based on the estimated future
cash flows, discounted to their present value using a pre-tax discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset or CGU.

An impairment loss is recognized if the carrying amount of an asset or CGU exceeds its recoverable amount.

Impairment losses are recognized in profit or loss. They are allocated first to reduce the carrying amount of any goodwill allocated to the CGU, and then to
reduce the carrying amounts of the other assets in the CGU on a pro rata basis.

An impairment loss is reversed only to the extent that the asset’s carrying amount does not exceed the carrying amount that would have been determined, net
of depreciation or amortization, if no impairment loss had been recognized.

Revenue

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the Company and the revenue can be reliably measured.

Fees and Royalties

Fees and royalties paid for the use of the Company’s assets (such as patents) are normally recognized in accordance with the substance of the agreement. As a
practical matter, this may be on a straight-line basis over the life of the agreement, for example, when a licensee has the right to use certain technology for a
specified period of time.

An assignment of rights for a fixed fee or non-refundable guarantee under a non-cancellable contract which permits the licensee to exploit those rights freely
and the licensor has no remaining obligation to perform is, in substance, a
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sale. In some cases, whether or not a license fee or royalty will be received is contingent on the occurrence of a future event. In such cases, revenue is
recognized only when it is probable that the fee or royalty will be received which is normally when the event has occurred.

Services

Revenues from services rendered are recognized in the profit or loss account in proportion to the stage of completion of the transaction at the reporting date.
The stage of completion is assessed by reference to assessments of the work performed.

Government Grants

When there is reasonable assurance that the Company will comply with the conditions attached to a received grant, and when there is reasonable assurance
that the grant will be received, government grants are recognized as revenue on a gross basis in the profit or loss account on a systematic basis over the
periods in which the entity recognizes expenses for the related costs for which the grants are intended to compensate. In the case of grants related to assets,
the received grant will be deducted from the carrying amount of the asset.

WBSO

The WBSO (afdrachtvermindering speur- en ontwikkelingswerk) is a Dutch fiscal facility that provides subsidies to companies, knowledge centers and self-
employed people who perform research and development activities (as defined in the WBSO Act). Under this Act, a contribution is paid towards the labor
costs of employees directly involved in research and development. The contribution is in the form of a reduction of payroll taxes. Subsidies relating to labor
costs are deferred and recognized in the income statement as negative labor costs over the period necessary to match them with the labor costs that they are
intended to compensate (see Note 17).

Employee Benefits

Short-term Employee Benefits

Short-term employee benefits are expensed as the related service is provided. A liability is recognized for the amount expected to be paid if the Company has
a present legal or constructive obligation to pay this amount as a result of past service provided by the employee and the obligation can be estimated reliably.

Share-Based Payment Transactions

The grant-date fair value of equity-settled share-based payment awards granted to employees is recognized as an expense, with a corresponding increase in
equity (accumulated loss), over the vesting period of the awards. Service conditions and non-market related conditions are not taken into account in
determining the fair value. The amount recognized as an expense is adjusted to reflect the number of awards for which the related service and non-market
performance conditions are expected to be met, such that the amount ultimately recognized is based on the number of awards that meet the related service and
non-market performance conditions at the vesting date. For any share-based payment awards with market conditions or non-vesting conditions, the grant-date
fair value of the share-based payment is measured to reflect such conditions and there is no true-up for differences between expected and actual outcomes.

Post-Employment Benefit Plans

The Company contributes to a post-employment benefit plan that entitles directors, executive officers and other staff members to retire at the age of 67 and
receive annual payments based upon the average salary earned during the service period. The Company has insured the liabilities from the post-employment
benefit plan with an insurance company and has no other obligation than to pay the annual insurance premiums to the insurance company. The annual pension
payments are conditional; the Company will have no further obligation (legal or constructive) to pay further amounts if the insurance fund has insufficient
assets to pay all employee benefits relating to current and prior service. Based on its characteristics the Company’s post-employment benefit plan is classified
as a defined contribution plan.
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Obligations for contributions to defined contribution plans are expensed as the related service is provided. Prepaid contributions are recognized as an asset.

Leases

Determining whether an Arrangement Contains a Lease

At inception of an arrangement, the Company determines whether such an arrangement is or contains a lease.

At inception or on reassessment of the arrangement, the Company separates payments and other consideration required by such an arrangement into those for
the lease and those for other elements on the basis of their relative fair values. If the Company concludes for a finance lease that it is impracticable to separate
the payments reliably, then an asset and a liability are recognized at an amount equal to the fair value of the underlying asset. Subsequently the liability is
reduced as payments are made and an imputed finance cost on the liability is recognized using the Company’s incremental borrowing rate.

Leased Assets

Assets held by the Company under leases that transfer to the Company substantially all of the risks and rewards of ownership are classified as finance leases.
The leased assets are measured initially at an amount equal to the lower of their fair value and the present value of the minimum lease payments. Subsequent
to initial recognition, the assets are accounted for in accordance with the accounting policy applicable to that asset.

Assets held under other leases are classified as operating leases and are not recognized in the Company’s statement of financial position.

Lease Payments

Payments made under operating leases are recognized in profit or loss on a straight-line basis over the term of the lease. Lease incentives received are
recognized as an integral part of the total lease expense, over the term of the lease.

Minimum lease payments made under finance leases are apportioned between the finance expense and the reduction of the outstanding liability. The finance
expense is allocated to each period during the lease term so as to produce a constant periodic rate of interest on the remaining balance of the liability.

Finance Income and Finance Expenses

The Company’s finance income and finance expenses include:
 

 •  interest income;
 

 •  interest expense; and
 

 •  the foreign currency gain or loss on financial assets and financial liabilities.

Interest income or expense is recognized using the effective interest method.

Income Tax

Income tax expense comprises current and deferred tax. It is recognized in the statement of profit or loss and comprehensive loss except to the extent that it
relates to a business combination, or items recognized directly in equity or in other comprehensive income. Current tax comprises the expected tax payable or
receivable on the taxable income or loss for the year and any adjustment to tax payable or receivable in respect of previous years. It is measured using tax
rates enacted or substantively enacted at the reporting date. Current tax also includes any tax arising from dividends. Current tax assets and liabilities are
offset only if certain criteria are met.
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Deferred tax is recognized in respect of temporary differences between the carrying amounts of assets and liabilities for financial reporting purposes and the
amounts used for taxation purposes. Deferred tax is not recognized for:
 

 •  temporary differences on the initial recognition of assets or liabilities in a transaction that is not a business combination and that affects
neither accounting nor taxable profit or loss;

 

 •  temporary differences related to investments in subsidiaries, associates and joint arrangements to the extent that the group is able to
control the timing of the reversal of the temporary differences and it is probable that they will not reverse in the foreseeable future; and

 

 •  taxable temporary differences arising on the initial recognition of goodwill.

Deferred tax assets are recognized for unused tax losses, unused tax credits and deductible temporary differences to the extent that it is probable that future
taxable profits will be available against which they can be used. Deferred tax assets are reviewed at each reporting date and are reduced to the extent that it is
no longer probable that the related tax benefit will be realized; such reductions are reversed when the probability of future taxable profits improves.

Unrecognized deferred tax assets are reassessed at each reporting date and recognized to the extent that it has become probable that future taxable profits will
be available against which they can be utilized.

Deferred tax is measured at the tax rates that are expected to be applied to temporary differences when they reverse, using tax rates enacted or substantively
enacted at the reporting date.

The measurement of deferred tax reflects the tax consequences that would follow from the manner in which the Company expects, at the reporting date, to
recover or settle the carrying amount of its assets and liabilities.

 
4. New Standards and Interpretations Not Yet Adopted

A number of new standards, amendments to standards and interpretations are effective for annual periods beginning after January 1, 2017, and have not been
applied in preparing these financial statements. Those which may be relevant to the Company are set out below. The Company does not plan to adopt these
standards early.

IFRS 9 Financial Instruments

IFRS 9, published in July 2014, replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 9 includes revised
guidance on the classification and measurement of financial instruments, including a new expected credit loss model for calculating impairment on financial
assets and the new general hedge accounting requirements. It also carries forward the guidance on recognition and derecognition of financial instruments
from IAS 39.

IFRS 9 is effective for annual reporting periods beginning on or after January 1, 2018, with early adoption permitted. The Company is assessing the potential
impact on its financial statements resulting from the application of IFRS 9. The Company has identified the accounting areas which will be impacted by the
new standard, and is anticipating having a full assessment done in the second half of 2017.

IFRS 15 Revenue from Contracts with Customers

IFRS 15 establishes a comprehensive framework for determining whether, how much and when revenue is recognized. It replaces existing revenue
recognition guidance, including IAS 18 Revenue, IAS 11 Construction Contracts and IFRIC 13 Customer Loyalty Programs.

IFRS 15 is effective for annual reporting periods beginning on or after January 1, 2018, with early adoption permitted.

The Company is assessing the potential impact on its financial statements resulting from the application of IFRS 15. The Company is modeling the transition
alternatives and has not finalized its decision regarding the method of
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implementation. The Company is in the process of reviewing its contracts and practices as compared to the new guidance and is working through
implementation steps and continues to evaluate its procedural and related system requirements related to the provisions of this standard. In 2017, the
Company will be rewriting its revenue recognition accounting policy and drafting new revenue disclosures to reflect the requirements of this standard. The
Company is currently evaluating the impact that this guidance will have on its consolidated financial statements.

IFRS 16 Leases

The IASB has issued a new standard on leases that will require lessees to recognize most leases on their balance sheets as lease liabilities with a
corresponding right-of-use asset. The IASB has set an effective date to apply the new standard for periods beginning on or after January 1, 2019. The
Company has identified known lease agreements and has started working on determining the impact on the financial statements. Additionally, the Company is
assessing all effective agreements to determine whether there are embedded leases included under the definition as included under IFRS 16. The Company
anticipates finalizing its assessment in the first half of 2017.

 
5. Segment Reporting

The Company operates in one reportable segment, which comprises the discovery and development of innovative bispecific therapeutics.

 
6. Property, Plant and Equipment

Movements in property, plant and equipment were as follows:
 

   
Plant and
equipment   

Other fixed
assets    Total  

   (euros in thousands)  
Balance as at January 1, 2015       
Costs    259    1,201    1,460 
Accumulated depreciation    (145)    (962)    (1,107) 

    
 

    
 

    
 

Book value    114    239    353 
    

 

    

 

    

 

Changes in book value       
Additions    66    48    114 
Depreciation    (27)    (111)    (138) 
Disposals (Cost)    —      (29)    (29) 
Disposals (Accumulated depreciation)    —      24    24 

    
 

    
 

    
 

Balance    39    (68)    (29) 
    

 

    

 

    

 

Balance as at December 31, 2015       
Costs    325    1,220    1,545 
Accumulated depreciation    (171)    (1,049)    (1,220) 

    
 

    
 

    
 

Book value    154    171    325 
    

 

    

 

    

 

Changes in book value       
Additions    330    166    496 
Depreciation    (56)    (118)    (173) 
Disposals (Cost)    (6)    —      (6) 
Disposals (Accumulated depreciation)    6    —      6 

    
 

    
 

    
 

Balance    274    48    323 
    

 

    

 

    

 

Balance as at December 31, 2016       
Costs    649    1,386    2,035 
Accumulated depreciation    (221)    (1,166)    (1,387) 

    
 

    
 

    
 

Book value    428    220    648 
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7. Intangible Assets

The intangible assets relate to acquired intellectual property rights.

The movements are as follows:
 

   2016    2015  
   (euros in thousands)  
Balance as at January 1     
Historical cost    860    860 
Accumulated amortization    (425)    (363) 

    
 

    
 

Book value    435    497 

Capital expenditures    —      —   
Amortization charge for the year    (61)    (62) 

    
 

    
 

Book value as at December 31, 2016    374    435 

Balance as at December 31     
Historical cost    860    860 
Accumulated amortization    (486)    (425) 

    
 

    
 

Book value    374    435 
    

 

    

 

On January 23, 2009, the Company purchased the patents regarding the recombinant production of mixtures of antibodies from Crucell Holland B.V. The
majority of the patents was filed by Crucell Holland B.V. on July 15, 2003 and had an economic life of 20 years. Therefore, the Company is amortizing the
cost over the remaining economic life of 14 years after acquisition.

 
8. Taxation

Deferred tax assets have not been recognized in respect of tax losses, because the Company has no history of generating taxable profits and at the balance
sheet date, there is no convincing evidence that sufficient taxable profit will be available against which the tax losses can be utilized. As at December 31,
2016, the tax losses carried forward amounted to €101.1 million as compared to €76.5 million at December 31, 2015.

In order to promote innovative technology development activities and investments in new technologies, a corporate income tax incentive has been introduced
in Dutch tax law called the Innovations Box. For the qualifying profits under the Dutch jurisdiction, the Company effectively owes only 5% income tax,
instead of the general tax rate of 25%, which results in an estimated effective tax rate of 10%. Taxable profits will only qualify for the Innovations Box once
the tax losses carried forward are completely utilized. Since the Company is loss-making, no income tax is recognized in profit or loss. Taking into account
the general tax rate applicable in the Netherlands of 25%, the income tax benefit that has not been recognized in 2016 amounts to €6.4 million (2015: € 6.9
million)

 
9. Financial asset

As discussed in Note 24, on December 20, 2016, the Company entered into a collaboration and license agreement and share subscription agreement with
Incyte. As these contracts are denominated in USD the Company determined that the forward to sell its own shares (derivative), on which the Company
became committed to on December 20, 2016, qualifies as a derivative financial instrument which is recognized in the statement of financial position as at
December 31, 2016. The fair value of the derivative at December 20, 2016 and December 31, 2016 amounts to € 31.4 million and €11.8 million, respectively.
The Company measured the derivative using significant observable inputs (Level 2).
 

142



10. Trade and Other Receivables

All trade and other receivables are short-term and due within 1 year.
 

   Balance per December 31  
   2016    2015  
   (euros in thousands)  

Trade receivables    205    —   
VAT receivable    782    296 
Prepaid general expenses    382    136 
Prepaid pension costs    463    364 
Prepaid share issuance costs    230    814 
Interest bank    32    45 
Grant receivable    24    —   
Other receivables    239    10 

    
 

    
 

   2,357    1,665 
    

 

    

 

VAT receivable relates to value added tax receivable from the Dutch tax authorities based on the tax application for the third and fourth quarter of 2016.

Prepaid expenses reflected above in the form of prepaid general expenses, prepaid pension costs and prepaid share issuance costs consist of expenses that
were paid during the reporting period, but are related to activities taking place in the subsequent year.

 
11. Other Liabilities and Accruals

All amounts are short-term and payable within 1 year.
 

   Balance per December 31  
   2016    2015  
   (euros in thousands)  
Accrued auditor’s fee    282    335 
Accrual for holiday expenses    —      50 
Personnel    220    141 
R&D studies    1,256    741 
IP – Legal fee    114    170 
Bonuses    768    391 
Subsidy advance received    224    1,294 
Other accruals    786    243 

    
 

    
 

   3,650    3,365 
    

 

    

 

The R&D studies relate to accrued expenses for research and development expenses.

The bonuses relate to the employee bonuses for the financial year 2016, which are paid out annually in February.

The other accruals include a total amount of €0.6 million related to legal expenses with regard to the Incyte collaboration as disclosed under Note 24.

 
12. Borrowings

Rabobank

The Company entered into a financing agreement with Rabobank Utrechtse Heuvelrug U.A. (“Rabobank”) on December 29, 2005, which provides for total
borrowings of €1.5 million for the financing of its business activities. The duration of this agreement is 12 years.
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Under the agreement, the loans were to be repaid in monthly instalments of €14 thousand, beginning on January 31, 2009. Repayments were deferred in
January 2010 for a period of two years. Repayment recommenced in January 2012. The loans bore interest at an annual rate equal to 4.45% and were fixed
until April 1, 2016. At that date, the interest rate was fixed at 3.55% until March 31, 2017 at which time the loan was repaid in full

In connection with the financing agreement, the following securities have been issued:
 

 •  a right of pledge on the account of €500 thousand, in the Company’s name in a new savings account for the benefit of Rabobank; and
 

 •  a suretyship of €1 million within the framework of the Royal Decree “Borgstelling MKB-krediet.”

The pledged amount decreased in relation to the outstanding balance. Per December 31, 2016, an amount of €167 thousand (2015: €218 thousand) related to
the abovementioned pledge, has been included as non-current assets on the balance sheet. The pledge was terminated on March 31, 2017 in connection with
the repayment in full by the Company of the loan.

Movements in the Company’s borrowings with the Rabobank were as follows:
 

   
(euros in

thousands) 
Balance December January 1, 2015    819 
Short term portion January 1, 2015    (167) 

    
 

Long term portion January 1, 2015    652 
Repayments    (166) 

    
 

Balance December 31, 2015    653 
Short term portion December 31, 2015    (167) 
Long term portion December 31, 2015    486 

    
 

Balance January 1, 2016    653 
Repayments    (167) 

    
 

Balance December 31, 2016    486 
Short term portion December 31, 2016    (167) 

    
 

Long term portion December 31, 2016    319 
    

 

 
13. Deferred Revenue

On April 8, 2014, the Company entered into a research and license agreement with ONO. As part of this agreement, the Company received a non-refundable
upfront payment of €1.0 million. This upfront payment is being amortized on a straight-line basis, and presented as revenue, over a period from April 8, 2014
through September 30, 2018, the end of the research term. The Company is eligible to receive milestone payments upon achievement of specified research
and clinical development milestones. For products commercialized under this agreement, if any, the Company is also eligible to receive a mid-single digit
royalty on net sales. ONO also provides funding for the Company’s research and development activities under an agreed-upon plan. ONO has the right to
terminate this agreement at any time for any reason, with or without cause. In addition, the company has recognized additional deferred revenue as a result of
the collaboration and share subscription agreement with Incyte. The included deferred revenue is resulting from the derivative resulting from the agreement.

As discussed in Note 24, on December 20, 2016, the Company entered into a collaboration and license agreement and share subscription agreement with
Incyte. As these contracts are denominated in USD the Company determined that the forward to sell its own shares (derivative), on which the Company
became committed to on December 20, 2016, qualifies as a derivative financial instrument which is recognized in the statement of financial position as at
December 31, 2016. As the derivative is linked to the collaboration agreement and no consideration was paid or received on December 20, 2016, the
Company recorded a liability (deferred revenue) in its statement of financial position for the same amount as the fair value of the forward at initial
recognition. The liability (deferred revenue) will be amortized over the period of continuing involvement under the collaboration and license agreement,
starting on January 21 2017, the day when the agreements became irrevocable.
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Deferred revenue is as follows:
 

Balance per December 31 (euros in thousands)   2016    2015  

Deferred revenue – current portion    1,610    223 
Deferred revenue    30,206    390 

    
 

    
 

   31,816    613 
    

 

    

 

Of the total deferred revenue balance per December 31, 2016 an amount of €31.4 million was related to the Incyte collaboration agreement.

 
14. Shareholders’ Equity

On May 6, 2016, the general meeting of shareholders of the Company resolved to approve and effect a capital reorganization, based on a reverse share split.
The effect of the reverse share split was a 1-for-1.8 reverse share split of the outstanding common and preferred shares held by the Company’s shareholders.
This reverse share split became effective on May 6, 2016. All share, per-share and related information presented in the financial statements and corresponding
disclosure notes have been retrospectively adjusted, where applicable, to reflect the impact of the reverse share split.

Issued and Paid-in Share Capital

All issued shares have been fully paid in cash.

Common Shares

For the twelve month period ended December 31, 2016, 18,283 options were exercised at an exercise price of €1.93 per share. As a result, 18,283 common
shares were issued, share capital increased by €1,645 and share premium increased by €33,641. For the twelve month period ended December 31, 2015, no
options were exercised.

As a result of the IPO, all issued and paid-in preferred shares were converted to common shares. The conversion ratio was a one-for-one conversion, taking
into consideration the reverse share split that became effective on May 6, 2016. During the twelve month period ended December 31, 2016, a total of
€1.5 million was paid related to costs that are directly attributable to issuing the new shares. Of this amount, a total of €0.8 million was paid in previous
reporting periods.

Situation as at December 31, 2016

At December 31, 2016, a total of 16,085,851 common shares were issued and fully paid in cash.

At December 31, 2015, a total of 4,149,884 Class C preferred shares, 3,899,104 Class B preferred shares, 229,055 Class A preferred shares and 337,562
common shares with a nominal value of € 0.09 each were issued and paid up.

Share Premium Reserve

The share premium reserve relates to amounts contributed by shareholders at the issue of shares in excess of the par value of the shares issued.

All share premium can be considered as free share premium as referred to in the Netherlands Income tax act.
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Share-based Payment Arrangements

In 2010, the Company established the Merus B.V. 2010 Employee Option Plan (the “2010 Plan”) that entitled key management personnel, staff and
consultants providing similar services to purchase shares in the Company. Under the 2010 Plan, holders of vested options were entitled to purchase depositary
receipts for common shares at the exercise price determined at the date of grant. Upon exercise of the option, common shares were issued to a foundation
established to facilitate administration of share-based compensation awards and pool the voting interests of the underlying shares, and depositary receipts
were issued by the foundation to the individual holders. In connection with the IPO, the 2010 Plan was amended to cancel the depositary receipts and allow
individual holders to directly hold the common shares obtained upon exercise of their options.

Options granted under the 2010 Plan are exercisable once vested. The options granted under the 2010 Plan vest in installments over a four-year period from
the grant date. Twenty-five percent of the options vest on the first anniversary of the vesting commencement date, and the remaining 75% of the options vest
in 36 monthly instalments for each full month of continuous service provided by the option holder thereafter, such that 100% of the options become vested on
the fourth anniversary of the vesting commencement date. Options lapse on the eighth anniversary of the date of grant.

Prior to the IPO, participants that voluntarily left the Company, except for members of the Supervisory Board, were required to offer to the foundation the
depositary receipts acquired from exercising options against payment of the exercise price or the lower fair market value of the underlying shares. This
obligation for a participant to offer depositary receipts to the foundation upon resignation within four years from exercising the options was treated as a
non-market vesting condition. In connection with the IPO, the foundation was dissolved and the common shares underlying depositary receipts distributed. In
addition, the 2010 Option Plan was amended such that a participant is no longer required to offer depositary receipts to the foundation upon resignation.

The reduction of the vesting period has been accounted, taking into consideration the modified vesting conditions, to reflect the best estimate available of the
options that are expected to vest. At the modification date in 2016, the cumulative expense for the options has been trued-up to reflect the reduced vesting
period. This amendment of a non-market vesting (service) condition did not impact the fair value of the options granted.

In connection with the IPO, the Company established the 2016 Incentive Award Plan (the “2016 Plan”). Following the IPO, the Company is no longer making
grants under the 2010 Plan; however, the terms of the 2010 Plan will continue to govern grants made under the 2010 Plan. All new incentive award grants
will be made under the 2016 Plan.

As part of the 2016 Plan, the Company also established the Supervisory Board Remuneration Program. As part of this program, the members of the
supervisory board are entitled to cash compensation as well as equity compensation. The equity compensation consists of an initial option grant as well as
annual awards, subject to approval of the shareholders.

The initial awards granted under the Supervisory Board Remuneration Program vest in installments over a three year period. Thirty-three percent of the
options vest on the first anniversary of the vesting commencement date, and the remaining 67% of the options in 24 substantially equal monthly installments
thereafter, such that the award shall be fully vested on the third anniversary of the vesting commencement date. Each subsequent award shall vest and become
exercisable in 12 substantially equal monthly installments following the vesting commencement date, such that the subsequent award shall be fully vested on
the first anniversary of the date of grant.

Share-based payment expenses are recognized as from the IPO date for each subsequent award that a Supervisory Board member is entitled to over his/her
remaining term. Since these subsequent awards are subject to shareholder approval, the grant date is not yet established and expenses are based on an
estimated grant date fair value. The estimated grant date fair value is updated each reporting period until the grant date has been established. Once the grant
date has been established, the estimated fair value is revised so that the expense recognized is based on the actual grant date fair value of the awards granted.
 

146



Measurement of Fair Values of the Equity-settled Share-based Payment Arrangements

The fair value of the employee share options has been measured using the binomial option pricing model, including supervisory board members). Service and
non-market performance conditions attached to the transactions were not taken into account in measuring fair value.

The number of options outstanding as at December 31 was as follows:
 

Group of employees entitled   
December 31,

2016    
December 31,

2015  

Executives    1,117,289    743,428 
Other employees    92,427    96,371 
Supervisory Board members    185,128    113,890 

    
 

    
 

Total    1,394,844    953,689 
    

 

    

 

The inputs used in the measurement of the fair values and the related fair values at the grant dates were as follows for the options granted during the twelve-
month period ended December 31, 2016.
 

   2016   2015  
   Executives   Other   Executives   Other  
   €   €   €   €  
Fair value at grant date    9.97-11.03   5.74-5.79   3.98-5.76   4.03-5.06 
Share price at grant date    15.24-16.85   8.46-8.87   6.12-7.20   5.94-7.20 
Exercise price    15.24-16.85   8.46-8.87   1.93-7.20   1.93-7.20 
Expected volatility (weighted-average)    95.30%   97.15%   94.85%   94.85% 
Expected life    10 years   8-10 years   4 years   8 years 
Expected dividends    0%   0%   0%   0% 
Risk-free interest rate (based on government bonds)    1.84%-1.86%   0.10%-1.87%   0.16%-0.70%   0.16-0.70% 

The table above does not include the subsequent awards to the Supervisory Board. The inputs used in the measurement of the fair values will be included
once the subsequent award options will be granted upon approval by the shareholders at the annual general meeting of shareholders.

 
 (f) Reconciliation of outstanding share options

The number and weighted average exercise prices of share options granted under the share option programs were as follows:
 

   2016    2015  

   

Weighted
average
exercise

price    
Number of

options    

Weighted
average
exercise

price    
Number of

options  
   (€)        (€)      

Outstanding at January 1    5.35    953,689    5.15    192,276 
Forfeited during the year    6.07    (31,351)    1.93    (1,033) 
Expired during the year    11.95    (5,454)    4.18    (9,216) 
Exercised during the year    1.93    (18,283)    —      —   
Granted during the year    14.74    496,243    5.99    771,662 

      
 

      
 

Outstanding at December 31    8.69    1,394,844    5.35    953,689 
      

 

      

 

Exercisable at December 31      418,453      157,562 
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The options outstanding at December 31, 2016 had an exercise price in the range of €1.93 to €16.85 (2015: €1.93 to €13.50) and a weighted-average
remaining contractual life of 6.68 years (2015: 3.63 years). On October 5, 2015, the Company amended the exercise price of options granted under the 2010
Option plan prior to January 2015, to be €1.93, which has been reflected in the weighted average exercise price of the options outstanding at December 31,
2015.

Expense Recognized in Profit or Loss

For details on the related option expenses recognized as employee benefit expenses, see Note 17.

 
15. Revenue
 

(euros in thousands)   2016    2015  

ONO Pharmaceutical Co., Ltd. – research funding    1,332    1,315 
Smithkline Beecham- exclusivity fee    —      —   
Income from grants on research projects    1,387    662 

    
 

    
 

   2,719    1,977 
    

 

    

 

Revenue for the year ended December 31, 2016 was €2.7 million, as a result of one research milestone reached by the Company for which an amount of
€0.7 million (2015: €1.1 million) was paid by ONO. Additionally, the Company received an amount of €0.4 million revenue from a new consultancy
agreement that was signed with ONO on March 7, 2016. A further €0.2 million of deferred revenue at December 31, 2015 was recognized in 2016 (2015:
€0.2 million) in accordance with the agreement signed between the parties in 2014. Additionally, the Company recognized an amount of €1.4 million in grant
income (2015: €0.7 million).

Merus currently has three active grants consisting of cash allowances for specific research and development projects. For two of the grants, the Company has
reporting obligations at the end of the grant contract term. The unconditional receipt of the grant allowances is dependent on the final review of the reporting
provided by Merus at the end of the contract term.

 
16. Total Operating Expenses
 

   2016    2015  
Manufacturing costs    3,162    5,878 
IP and license costs    1,167    1,112 
Personnel related R&D    3,852    3,166 
Other research and development costs    10,810    6,194 

    
 

    
 

Total research and development costs    18,991    16,350 
    

 

    

 

Management and administration costs    4,258    768 
Litigation costs    1,490    4,419 
Other operating expenses    5,652    3,479 

    
 

    
 

Total other expenses    7,142    7,898 
    

 

    

 

Total operating expenses    30,391    25,016 
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Manufacturing cost decreased in 2016 due to relatively low manufacturing activity in 2016. In 2016 one program was developed, compared to two in 2015.

Personnel related expenses mainly increased due to the increase in staff as well as additional expenses resulting from the implementation of the new option
plan as well as the modification of the 2016 Plan, as described in Note 14.

Other operating expenses mainly consist of legal expenses amounting to €2.0 million (2015: €1.2 million), expenses related to the finance function of
€1.4 million (2015: €0.9 million) and expenses related to facilities of €0.9 million (2015: €0.5 million).

Litigation costs were lower in 2016 when compared to 2015 as a result of lower litigation activity with regard to the Regeneron litigation as described below.

The other operating expenses relate to general and administrative expenses related to regular operations of the Company.

A breakdown of other research and development costs is presented as follows:
 

   2016    2015  
Discovery and pre-clinical costs    5,185    2,534 
Clinical costs    3,409    1,883 
Consumables    1,055    979 
Other research and development costs    1,161    798 

    
 

    
 

Total other research and development costs    10,810    6,194 
    

 

    

 

Other research and development costs consist mainly of consultancy expenses related to R&D activities, which cannot be specifically allocated to a research
project.

On March 11, 2014 Regeneron Pharmaceuticals Inc. (“Regeneron”) filed a complaint in the United States District Court for the Southern District of New
York (the “Court”), alleging that the Company was infringing on one or more claims in Regeneron’s U.S. Patent No. 8,502,018, entitled “Methods of
Modifying Eukaryotic Cells.” On July 3, 2014, the Company filed a response to the complaint, denying Regeneron’s allegations of infringement and raising
affirmative defenses, and filed counterclaims seeking, among other things, a declaratory judgment that the Company did not infringe the patent and that the
patent was invalid. The Company subsequently filed amended counterclaims during the period from August to December 2014, seeking a declaratory
judgment of unenforceability of the patent due to Regeneron’s commission of inequitable conduct.

On November 21, 2014, the Court found that there was clear and convincing evidence that a claim term present in each of the patent claims was indefinite and
granted the Company’s proposed claim constructions. On February 24, 2015, the Court entered partial judgment in the proceeding, on the grounds that the
Company did not infringe each of the patent claims, and that each of the patent claims were invalid due to indefiniteness. On November 2, 2015, the Court
found Regeneron had withheld material information from the United States Patent and Trademark Office during prosecution of the patent, and Regeneron had
engaged in inequitable conduct and affirmative egregious misconduct in connection with the prosecution of the patent. On December 18, 2015, Regeneron
filed an appeal of the Court’s decision which is currently pending. On February 13, 2017, the United States Court of Appeals for the Federal Circuit held oral
argument. A decision is expected by mid-2017.

On March 11, 2014, Regeneron served a writ in the Netherlands alleging that the Company was infringing one or more claims in their European patent EP 1
360 287 B1. The Company opposed the patent in June 2014. On September 17, 2014, Regeneron’s patent EP 1 360 287 B1 was revoked in its entirety by the
European Opposition Division of the European Patent Office (the “EPO”). In Europe, an appeal hearing occurred in October and November 2015 at the
Technical Board of Appeal for the EPO at which time the patent was reinstated to Regeneron with amended claims. The Company believes that its current
business operations do not infringe the patent reinstated to Regeneron with amended claims because it believes it has not used the technology or methods
claimed under the amended claims. The Dutch litigation procedure is stayed.
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The costs incurred in the above litigation and opposition (€1.5 million in 2016; €4.4 million in 2015) are included in the statement of profit or loss and
comprehensive loss for the period.

A part from the above mentioned litigation procedures, a number of opposition proceedings are currently ongoing between the Company and Regeneron. The
Company has opposed granted European patents owned by Regeneron related to transgenic mice technology. Regeneron has opposed granted patents owned
by Merus, in Europe, Japan and Australia. The oppositions in Europe and Japan have been resolved in the Company’s favor and a resolution on the opposition
in Australia is expected in the second half of 2017. Based on the current facts and circumstances no provision has been recognized under IAS 37.

Operating expenses presented by nature are outlined below:
 

   2016    2015  
   (Euros in thousands)  

Costs of outsourced work    3,162    5,878 
Other external costs    18,885    15,012 
Employee benefits    8,110    3,933 
Depreciation and amortization    234    193 

    
 

    
 

Total operating expenses    30,391    25,016 
    

 

    

 

The increase in other external cost is mainly due to the increase in clinical and preclinical operations. The other external costs consist mainly of preclinical
costs of €5.2 million (2015: €2.5 million), clinical costs of €3.4 million (2015: €1.9 million) and IP costs of €2.7 million (2015: €5.5 million).

 
17. Employee Benefits

Details of the employee benefits are as follows:
 

   2016    2015  
   (Euros in thousands)  

Salaries and wages    5,166    3,204 
WBSO subsidy    (1,721)    (348) 
Social security premiums    382    238 
Health insurance    27    31 
Pension costs    507    241 
Stock award expense    3,307    567 
Other personnel expense    442    —   

    
 

    
 

   8,110    3,933 
    

 

    

 

The option expenses included in personnel expenses were €3.3 million in the twelve month period ended December 31, 2016 (2015: €0.6 million). Refer to
Note 14 for a detailed explanation on the option cost for the Company. Of the total option expense €2.0 million is included under management and
administration costs and €1.3 million is included under research and development costs (personnel related R&D).

The WBSO (“afdrachtvermindering speur- en ontwikkelingswerk”) is a Dutch fiscal facility that provides subsidies to companies, knowledge centers and self-
employed people who perform research and development activities (as defined in the WBSO Act). Under this Act, a contribution is paid towards the labor
costs of employees directly involved in research and development. The contribution is in the form of a reduction of payroll taxes and social security
contributions. Subsidies relating to labor costs are deferred and recognized in the income statement as
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negative labor costs over the period necessary to match them with the labor costs that they are intended to compensate. The increase in the WBSO subsidy is
due to the increase in staff as well as amendment of the WBSO regulation to be compensated fully through wage tax, which is beneficial for Merus N.V.

The average number of personnel during the year was approximately 40 (2015: 32), all employed in the Netherlands, with the exception of an average of two
employees employed in the United States. Employees are principally employed in the area of research and development. A total of 11 employees that are
devoted to activities other than research and development are included under management and administration costs.

 
18. Finance Income and Expense
 

   2016    2015  
   (Euros in thousands)  

Interest income and similar income    88    50 
Interest expenses and similar expenses    (19,644)    (195) 

    
 

    
 

   (19,556)    (145) 
    

 

    

 

As discussed in Note 24, on December 20, 2016, the Company entered into a collaboration and license agreement and share subscription agreement with
Incyte. As these contracts are denominated in USD the Company determined that the forward to sell its own shares (derivative), on which the Company
became committed to on December 20, 2016, qualifies as a derivative financial instrument which is recognized in the statement of financial position as at
December 31, 2016. The interest expense and similar expenses include an amount of €19.2 million related to the revaluation of this derivative.

 
19. Loss per share
 

 19.1.1 Basic and Diluted Loss per Share

Basic loss per share is calculated by dividing the loss attributable to equity holders of the Company by the weighted average numbers of shares outstanding
during the year.
 

   2016    2015  
   (Euros in thousands, except  
   per share data)  
Loss attributable to equity holders of the Company    (47,220)    (23,184) 
Weighted average number of shares    13,236,649    5,871,237 

    
 

    
 

Basic (and diluted) loss per share (€ per share)    (3.57)    (3.95) 
    

 

    

 

 
 19.1.2 Diluted Loss per Share

For the periods included in these financial statements, the share options are not included in the diluted loss per share calculation as the Company was loss-
making in all these periods. Due to the anti-dilutive nature of the outstanding options, basic and diluted loss per share is equal.

 
 19.1.3 Dividends per Share

The Company did not declare dividends for any of the years presented in these financial statements.
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20. Financial Instruments

Financial Risk Management

The Company is exposed to a variety of financial risks: credit risk, liquidity risk and market risk. The Company’s overall risk management program seeks to
minimize potential adverse effects of these financial risk factors on the Company’s financial performance.

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial instrument fails to meet its contractual obligations, and
arises principally from the Company’s receivables from its collaborators and investments in debt securities.

The carrying amount of financial assets represents the maximum credit exposure.
 

   2016    2015  
Balance per December 31 in thousands of euros         
Financial asset (derivative)    11,847    —   
Trade receivables    205    —   
Restricted cash    167    218 
Cash and cash equivalents    56,917    32,851 

    
 

    
 

   69,136    33,069 
    

 

    

 

At year-end for each of 2016 and 2015, there was no significant concentration of credit risk at any of the counterparties regarding financial instruments and
cash and cash equivalents. Cash balances are held at banks with credit ratings varying between A and AA.

The aging of trade and other receivables that were not impaired was as follows:
 

   2016    2015  
Balance per December 31 in thousands of euros         
Neither past due nor impaired    205    —   
Past due    —      —   

    
 

    
 

   205    —   
    

 

    

 

There is no allowance for impairment.

Liquidity Risk

Prudent liquidity risk management implies maintaining sufficient funds and marketable securities.

The following are the remaining contractual maturities of financial liabilities at the reporting date. The amounts are gross and undiscounted, and include
estimated interest payments and excluding the impact of netting agreements:
 
December 31, 2016                       More 
   Carrying       < 12    1 - 2    2 - 5    than 5 
   amount    Total    months   years   years   years  
   (Euros in thousands)  
Non-derivative financial liabilities             
Secured bank loans    486    526    190    181    155    —   
Trade and other payables    5,978    5,978    5,978    —      —      —   

    
 

    
 

    
 

    
 

    
 

    
 

   6,464    6,504    6,168    181    155    —   
    

 

    

 

    

 

    

 

    

 

    

 

December 31, 2015                       More 
   Carrying       < 12    1 - 2    2 - 5    than 5 
   amount    Total    months   years   years   years  
   (Euros in thousands)  
Non-derivative financial liabilities             
Secured bank loans    653    709    193    186    330    —   
Trade and other payables    5,926    5,926    5,926    —      —      —   

    
 

    
 

    
 

    
 

    
 

    
 

   6,579    6,635    6,119    186    330    —   
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The secured bank loans have an interest rate that is fixed until March 2017. The interest payable on the loans in the table above assumes continuation of this
interest rate. These amounts may change as market interest rates change.

Market risk

Market risk is the risk that changes in market prices – such as foreign exchange rates and interest rates – will affect the Company’s income or the value of its
holdings of financial instruments. The objective of market risk management is to manage and control market risk exposures within acceptable parameters,
while optimizing the return.

The Company’s market risk is limited and originates from foreign exchange and interest risks. Foreign exchange risk arises from future commercial
transactions and recognized assets and liabilities in foreign currencies.

 
 (g) Exposure to interest rate risk

The interest rate profile of the Company’s interest-bearing financial instruments is as follows:
 

   Carrying amount  
   2016    2015  
Balance per December 31 in thousands of euros         

Fixed-rate instruments     
Financial liabilities    (486)    (653) 

Variable rate instruments     
Cash and cash equivalents    56,917    32,851 

Due to the limited impact of changes in interest rates on the Company no sensitivity data is provided.

Accounting classifications and fair values

The Company classifies financial assets and financial liabilities into the loans and receivables and other financial liability categories only, with the exception
of the derivative recognized as a result of the Incyte collaboration and share Subscription agreement, we refer to Note 24. These financial assets and financial
liabilities are not measured at fair value and as such information on the fair value hierarchy is omitted. The carrying amount of the financial assets and
financial liabilities is a reasonable approximation of the fair value.

The fair value of the derivative related to the Incyte collaboration and share Subscription agreement is recorded using Level 2 inputs. For determining the fair
value the Company has used as valuation technique the Bloomberg forward pricing model. In this valuation the inputs used are related to the foreign
exchange component (spot prices of EUR and USD), closing stock prices of the Company, as well as discount rates to reflect the time value of money
(limited).

 
21. Compensation of Management Board and Supervisory Board

Management Board

In 2016, the following amounts were charged to the profit and loss statement for the remuneration of the statutory directors:
 
Amounts in Euros                     
Name   Gross Salary   Bonus    Pension    Option cost   Total  
Ton Logtenberg, CEO   € 369,204   €147,820   €17,717   € 907,236   €1,441,977 
Shelley Margetson, COO    198,987    84,000    6,152    164,547    453,686 

    
 

    
 

    
 

    
 

    
 

Total            1,895,663 
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In 2016, there were no options granted to the statutory directors.

In 2015, the following amounts were charged to the statement of profit or loss for the remuneration of the statutory directors:
 
Name   Gross Salary   Bonus    Pension    Option cost    Total  
   (Amounts in Euros)  
Ton Logtenberg, CEO   € 236,032   €89,072   €18,591   €1,910,204   €2,253,899 
Shelley Margetson, COO    159,749    37,365    13,824    284,938    495,876 

    
 

    
 

    
 

    
 

    
 

Total            2,749,775 
            

 

As at December 31, 2016, Ton Logtenberg holds 376,912 options (2015: 376,912) with an average exercise price of €2.98 (2015: €5.35) and Shelley
Margetson holds 59,330 options (2015: 64,886) with an average exercise price of €3.69 (2015: €4.70).

On October 27, 2016, the Company appointed Andres Sirulnik as its Chief Medical Officer (CMO). A total of 219,890 options over common shares were
granted to Dr. Sirulink with an exercise price of €16.85 per option.

On November 1, 2016, the Company appointed John Crowley as its Chief Financial Officer. A total of 183,241 options over common shares were granted to
Mr. Crowley with an exercise price of €15.24 per option.

On October 5, 2015, the Company amended the exercise price of options granted under the 2010 Option plan prior to January 2015, to be €1.93. Those option
holders that had already exercised options under this plan were reimbursed the excess paid over €1.93 per share. This amounted in a total reimbursement of
€60,935.

The remainder of management personnel has received the following remuneration for the year 2016.
 

Remuneration   2016    2015  
   (Amounts in Euros)  
Short term employment benefits    1,139,763    190,763 
Post-employment benefits    18,720    11,671 
Other long term benefits    —      —   
Termination benefits    —      —   
Share based payments    1,195,876    57,065 

    
 

    
 

Total    2,354,359    259,499 
    

 

    

 

Some of the key management personnel have long term benefits in the form of life and long term disability insurance policies which have been effected in
their name as well as severance conditions in case of termination without cause or leave for good reason.

A number of key management personnel, or their related parties, hold positions in other companies that result in them having control or significant influence
over these companies. These companies did not enter into transactions with the Group during the year.

Supervisory Board

In May 2016, the Company established the Supervisory Board Remuneration Program. As part of this program, the members of the supervisory board are
entitled to cash compensation as well as equity compensation. The equity compensation consists of an initial option grant as well as annual awards, subject to
approval of the shareholders.
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In 2016, the following amounts were charged to the statement of profit or loss and comprehensive loss for the remuneration of the (former) members of the
Supervisory Board:
 

   Cash          
Name   compensation   Option cost   Total  
   (Amounts in Euros)  
Mark Iwicki   € 50,394   € 183,367   €233,761 
Wolfgang Berthold    19,850    50,928    70,778 
Lionel Carnot    24,852    66,959    91,811 
John de Koning    26,230    37,000    63,230 
Anand Mehra    26,938    84,703    111,641 
Gregory Perry    28,356    97,365    125,721 

    
 

    
 

    
 

Total    176,620    520,322    696,942 
    

 

    

 

    

 

In 2015, the following amounts were charged to the statement of profit or loss and comprehensive loss for the remuneration of the (former) members of the
Supervisory Board:
 

   Cash          
Name   compensation   Option cost   Total  
   (Amounts in Euros)  
Mark Iwicki   € 26,325   € 115,380   €141,705 
Wolfgang Berthold    —      15,475    15,475 
Gabriele Dallmann (*)    11,000    5,795    16,795 
Gerard van Odijk (*)    —      16,298    16,298 

    
 

    
 

    
 

Total    37,235    152,948    190,273 
    

 

    

 

    

 

 
(*) former board member

The other members of the Supervisory Board did not receive any remuneration from the Company.

As at December 31, members of the Supervisory Board held the following number of options:
 

Name   December 31, 2016    December 31, 2015  
       Average       Average 
       exercise        exercise  
   Number    price    Number    price  
Mark Iwicki    73,576   € 6.57    73,576   € 6.57 
Wolfgang Berthold    26,724   € 3.02    14,168   € 1.93 
Lionel Carnot    17,000   € 8.87    —      —   
John de Koning    17,000   € 8.87    —      —   
Anand Mehra    17,000   € 8.87    —      —   
Gregory Perry    17,000   € 8.87    —      —   
Gabriele Dallmann (*)    16,828   € 3.24    4,272   € 1.93 
Gerard van Odijk (*)    —      —      21,874   € 1.93 

    
 

    
 

    
 

    
 

Total    185,128   € 7.21    113,890   € 4.93 
    

 

    

 

    

 

    

 

 
(*) former board member

 
22. Related party disclosures

In the twelve month period ended December 31, 2016 and 2015, the Management Board and other senior management received regular salaries, bonuses and
contributions to post-employment schemes as well as non-cash compensation as disclosed in Note 21.
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Additionally, selected members of the Supervisory Board received compensation for their services in the form of cash compensation as well as non-cash
compensation, as disclosed in Note 21.

The following shareholders currently hold a position in the Supervisory Board:
 

 •  Bay City Capital Coöperatief U.A.
 

 •  Coöperatief LSP IV U.A.
 

 •  Novo A/S
 

 •  Sofinnova Venture Partners IX, L.P.

The following shareholders filed a form 13-D to reflect ownership in the Company of more than 5%
 

 •  Bay City Capital Coöperatief U.A.
 

 •  Coöperatief LSP IV U.A.
 

 •  Novo A/S
 

 •  Sofinnova Venture Partners IX, L.P.

The following shareholders filed a form 13-G to reflect ownership of the Company of more than 5%
 

 •  Novartis Bioventures Ltd
 

 •  Pfizer Inc
 

 •  Johnson and Johnson
 

 •  Aglaia Oncology Fund B.V.
 

 •  Baker Bros. Advisors LP

In connection with the collaboration with Incyte Corporation described in Note 24, Incyte Corporation acquired an ownership of more than 5% in the
Company on January 23, 2017.

 
23. Operating leases

Rent

Merus N.V. had a contract for the rent of facilities with the University of Utrecht, seated in Utrecht. The contract expired on December 31, 2015. The total
annual obligation was €256 thousand. While Merus N.V. was awaiting the completion of a new office building, the contract for the lease of the facilities was
extended at the agreed rental price. Merus N.V. ended the contract with a month’s notice in December 2016. On April 22, 2016, Merus N.V. closed a new
lease agreement with Stichting Incubator Utrecht for a new office building. The agreement term is for five years and expires in the fourth quarter of 2021. If
the lease is not terminated by Merus, it will be automatically renewed for a period of two years. The agreed rental price is €402 thousand per year. The
Company moved into the new office building in November 2016. In the twelve month period ending December 31, 2016, the Company recognized an amount
of €270 thousand for rent and service charges related to the abovementioned buildings.

 
24. Subsequent events

On December 20, 2016, the Company entered into a Collaboration and License Agreement and Share Subscription Agreement with Incyte Corporation
(“Incyte”) focused on the research, discovery and development of bispecific
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antibodies utilizing the Company’s proprietary Biclonics® technology platform. The Collaboration and License Agreement grants Incyte the exclusive rights
for up to eleven bispecific antibody research programs, including two of the Company’s current preclinical immuno-oncology discovery programs. The
agreements became effective in January 2017.

Under the terms of the collaboration, Incyte paid to the Company an upfront payment of $120 million in January 2017. In addition, Incyte purchased
3.2 million shares of the Company’s common shares at $25 per share, for a total equity investment of $80 million. Please refer to the disclosure included in
Note 6 Financial Assets as well as Note 13 Deferred revenue for further disclosure on the transactions recognized in the financial year 2016.

The parties have agreed to collaborate on the development and commercialization of up to 11 bispecific antibody programs. For one current preclinical
program, the Company will retain all rights to develop and commercialize approved products in the United States, and Incyte will develop and commercialize
approved products arising from the program outside the United States. Following any regulatory approval of a product candidate for this particular
pre-clinical program, each company has agreed to pay the other tiered royalties ranging from 6% to 10% on net sales of products in their respective territories.

The Company also has the option to co-fund development of product candidates arising from two other programs. For any program for which the Company
exercises its co-development option, the Company would be responsible for 35% of global development costs in exchange for a 50% share of U.S. profits and
losses and tiered royalties ranging from 6% to 10% on ex-U.S. sales by Incyte for these programs. The Company also has the right to elect to provide up to
50% of detailing activities for product candidates arising from one of these programs in the United States.

For each of the other eight programs, Incyte has agreed to independently fund all development and commercialization activities. For these programs, the
Company will be eligible to receive potential development, regulatory and sales milestone payments of up to $350 million per program, which could result in
an aggregate milestone opportunity of approximately $2.8 billion if all development, regulatory and sales milestones are achieved across all such eight other
programs in all territories. The Company will also be eligible to receive tiered royalties ranging from 6% to 10% on global sales of any approved products
under these eight programs.

The Company will retain rights to both of its clinical candidates and MCLA-158, as well as its technology platform and future programs emerging from the
Company’s platform that are outside the scope of the agreement.

On March 30, 2017, the Company repaid the loan from the Rabobank. At the repayment date the total outstanding balance of the loan amounted to
€0.5 million. As a result of the repayment the pledge associated with the loan was removed.
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2.6 The Company Financial Statements
 

 2.7 Statement of Financial Position
 

   Notes   
December 31,

2016    
December 31,

2015  
       (euros in thousands)  
Non-current assets       
Financial assets    2     287    —   
Property, plant and equipment    3     644    325 
Intangible assets    4     374    435 
Restricted cash    16     167    218 

      
 

    
 

     1,472    978 

Current assets       
Financial asset    2     11,847    —   
Trade and other receivables    6     2,318    1,665 
Cash and cash equivalents      56,587    32,851 

      
 

    
 

     70,752    34,516 
      

 
    

 

Total assets      72,224    35,494 
      

 

    

 

Shareholders’ equity    10      
Issued and paid-in capital      1,448    775 
Share premium account      139,878    90,909 
Legal reserve      238    —   
Accumulated loss      (107,533)    (63,382) 

      
 

    
 

Total equity      34,031    28,302 

Non-current liabilities       
Borrowings    8     319    486 
Deferred revenue    9     30,206    390 

Current liabilities       
Borrowings    12     167    167 
Trade payables      2,282    2,419 
Taxes and social security liabilities      31    142 
Deferred revenue    9     1,610    223 
Other liabilities and accruals    7     3,578    3,365 

      
 

    
 

     7,668    6,316 
      

 
    

 

Total liabilities      38,193    7,192 
      

 
    

 

Total equity and liabilities      72,224    35,494 
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 2.8 Statement of Profit or Loss
 

   Notes    2016    2015  
   (Euros in thousands, except per share data)  

Revenue    11     2,719    1,977 
      

 
    

 

     2,719    1,977 
Research and development costs    12     (18,909)    (16,350) 
Management and administration costs    12     (2,400)    (768) 
Other expenses    12     (9,382)    (7,898) 

      
 

    
 

Total operating expenses      (30,691)    (25,016) 
Operating result      (27,972)    (23,039) 
Finance income    14     88    50 
Finance costs    14     (19,624)    (195) 

      
 

    
 

Total finance income (expenses)      (19,537)    (145) 
      

 
    

 

Result before tax      (47,508)    (23,184) 
Income tax expense    5     —      —   

      
 

    
 

Result after taxation      (47,508)    (23,184) 
Result from foreign exchange differences      9    —   
Result from subsidiary      279    —   

      
 

    
 

Other comprehensive income      288    —   
      

 
    

 

Total comprehensive loss for the year      (47,220)    (23,184) 
      

 

    

 

The results for the year and the comprehensive loss for the year are fully attributable to the owners of the Company.
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 2.9 Statement of Changes to Equity
 

  Note  

Common
share

capital   

Class A
Pref.
share

capital   

Class B
Pref.
share

capital   

Class C
Pref.
share

capital   

Common
share

premium   

Class A
Pref.
share

premium  

Class B
Pref.
share

premium   

Class C
Pref.
share

premium   

Currency
translation
differences  

Prepaid
issuance

cost   
Accumulated

loss   Total equity 
                             Legal Reserves        
                    (euros in thousands)              
Balance at January 1,

2015    30   21   231   —     1,564   1,334   34,026   —     —     —     (40,765)   (3,559) 
Result    —     —     —     —     —     —     —     —     —     —     (23,184)   (23,184) 
Transactions with owners

of the Company:              
Issuance of shares (net)    —     —     120   373   —     —     4,880   —     —     —     —     54,478 
Equity settled shared-

based payments    —     —     —     —     —     —     —     —     —     —     567   567 
Total contributions by

and distributions to
owners of the
Company    —     —     120   373   —     —     4,880   49,105   —     —     567   55,045 

    
 

   
 

   
 

   
 

   
 

   
 

   
 

   
 

   
 

   
 

   
 

   
 

Balance at
December 31, 2015    30   21   351   373   1,564   1,334   38,906   49,105   —     —     (63,382)   28,302 

    

 

   

 

   

 

   

 

   

 

   

 

   

 

   

 

   

 

   

 

   

 

   

 

Balance at January 1,
2016    30   21   351   373   1,564   1,334   38,906   49,105   —     —     (63,382)   28,302 

Result    —     —     —     —     —     —     —     —     —     —     (47,508)   (47,508) 
Other comprehensive

loss    —     —     —     —     —     —     —     —     —     —     288   288 
    

 
   

 
   

 
   

 
   

 
   

 
   

 
   

 
   

 
   

 
   

 
   

 

Total comprehensive loss    —     —     —     —     —     —     —     —       (47,220)   (47,220) 
Transactions with owners

of the              
Company:              
Net Current Periodic

Change            8   230   (238)   —   
Issuance of shares (net)    673   —     —     —     50,478   —     —     —     —     —     —     51,151 
IPO expenses    —     —     —     —     (1,509)   —     —     —     —     —     —     (1,509) 
Conversion preference

shares    745   (21)   (351)   (373)   89,345   (1,334)   (38,906)   (49,105)   —     —     —     —   
Equity settled shared-

based payments    —     —     —     —     —     —     —     —     —     —     3,307   3,307 
    

 
   

 
   

 
   

 
   

 
   

 
   

 
   

 
   

 
   

 
   

 
   

 

Total contributions by
and distributions to
owners of the
Company    1,418   (21)   (351)   (373)   138,314   (1,334)   (38,906)   (49,105)     3,307   52,949 

    
 

   
 

   
 

   
 

   
 

   
 

   
 

   
 

   
 

   
 

   
 

   
 

Balance at
December 31, 2016    1,448   —     —     —     139,878   —     —     —     8   230   (107,533)   34,031 
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2.10 Statement of Cash Flows
 

   2016    2015  
   Euros in thousands  
Cash flows from operating activities   

Result after taxation    (47,508)    (23,184) 
Adjustments for:     

Change in fair value of derivative    19,213    —   
Unrealized foreign exchange results    389    —   
Depreciation and amortization    234    193 
Share option expenses    3,307    567 
Net finance (income) expenses    (65)    145 

    
 

    
 

Changes in working capital:    (24,430)    (22,279) 

Trade and other receivables    (1,326)    (816) 
Trade payables    (137)    10 
Other liabilities and accruals    216    461 
Deferred revenue    (223)    (223) 
Tax and social security liabilities    (111)    11 

    
 

    
 

Cash used in operating activities    (26,011)    (22,836) 

Interest paid    (55)    (195) 
Taxes paid    —      —   

    
 

    
 

Net cash used in operating activities    (26,066)    (23,031) 

Cash flows from investing activities     
Acquisition of property, plant and equipment    (496)    (103) 
Interest received    88    50 

    
 

    
 

Net cash used in investing activities    (408)    (53) 

Cash flows from financing activities     
Proceeds from issuing shares    50,547    46,478 
Prepaid share issuance costs    (230)    —   
Proceeds from borrowings    —      8,000 
Repayment of borrowings    (167)    (166) 
Changes in restricted cash    51    55 

    
 

    
 

Net cash from financing activities    50,201    54,367 

Net increase/(decrease) in cash and cash equivalents    23,727    31,283 
Effects of exchange rate changes on cash and cash equivalents    9    —   
Cash and cash equivalents as at January 1    32,851    1,568 

    
 

    
 

Cash and cash equivalents as at December 31     
   56,587    32,851 
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 2.11 Notes to the Company Financial Statements
 

A. Significant accounting policies

Basis of preparation

Merus’ parent company financial statements have been prepared in accordance with Part 9, Book 2 of the Dutch Civil Code. In accordance with subsection 8
of section 362, Book 2 of the Dutch Civil Code, the recognition and measurement principles applied in these parent company financial statements are the
same as those applied in the consolidated financial statements and are deemed incorporated and repeated herein by reference (see Note 4 to the consolidated
financial statements). A description of the Company’s activities and structure is included in the consolidated financial statements.

Investments in subsidiaries

Investments in subsidiaries are accounted for using the equity method accounting policies as described in Note 4 to the consolidated financial statements.

Presentation of Company Financial Statements

The structure of the Company statement of financial position and Company statement of profit or loss are aligned as much as possible with the consolidated
statements in order to achieve optimal transparency between the Consolidated Financial Statements and the Company Financial Statements. Consequently, the
presentation of the Company financial statements deviates from Dutch regulations.

Additional information

For ‘Additional information’ within the meaning of Section 2:392 of the Dutch Civil Code, please refer to section 2.12 Independent auditors report, of this
Annual Report.

Employees

The average number of personnel during the year was approximately 40 (2015: 32), all employed in the Netherlands, with the exception of an average of two
employees employed in the United States. Employees are principally employed in the area of research and development. A total of eleven employees that are
devoted to activities other than research and development are included under management and administration costs.

For information on the remuneration of the management board and the supervisory board and the parent company’s share based compensation plans, see
Notes 21 and Note 14 to the consolidated financial statements.

Notes to the Statement of Financial Position
 
B. Financial Assets

Please refer to Note 9 of the Consolidated Financial Statements for a further disclosure on the derivative related to the Incyte collaboration.

Movement in subsidiaries
 

Balance as at January 1   2016    2015  
Costs    —      —   
Result on subsidiary    279    —   
Revaluation on foreign operation    9   

    
 

    
 

Book value as at December 31    288    —   
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Merus US, Inc. was founded on March 1, 2016. Merus N.V. has a 100% subsidiary in Merus US, Inc. The equity of Merus US, Inc. at December 31, 2016
amounted to €287 thousand.

 
C. Property, Plant and Equipment

Movements in property, plant and equipment were as follows:
 

(euros in thousands)   
Plant and
equipment   

Other fixed
assets    Total  

Balance as at January 1, 2015       
Costs    259    1,201    1,460 
Accumulated depreciation    (145)    (962)    (1,107) 

    
 

    
 

    
 

Book value    114    239    353 
    

 

    

 

    

 

Changes in book value       
Additions    66    48    114 
Depreciation    (27)    (111)    (138) 
Disposals (Cost)    —      (29)    (29) 
Disposals (Accumulated depreciation)    —      24    24 

    
 

    
 

    
 

Balance    39    (68)    (29) 
    

 

    

 

    

 

Balance as at December 31, 2015       
Costs    325    1,220    1,545 
Accumulated depreciation    (171)    (1,049)    (1,220) 

    
 

    
 

    
 

Book value    154    171    325 
    

 

    

 

    

 

Changes in book value       
Additions    330    163    493 
Depreciation    (56)    (118)    (174) 
Disposals (Cost)    (6)    —      (6) 
Disposals (Accumulated depreciation)    6    —      6 

    
 

    
 

    
 

Balance    274    45    319 
    

 

    

 

    

 

Balance as at December 31, 2016       
Costs    649    1,383    2032 
Accumulated depreciation    (221)    (1,166)    (1,387) 

    
 

    
 

    
 

Book value    428    217    645 
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D. Intangible Assets

Please refer to Note 7 of the consolidated financial statements for a detailed disclosure on the intangible assets.

 
E. Taxation

Please refer to Note 8 of the consolidated financial statements for a detailed disclosure on the taxation.

 
F. Trade and Other Receivables

All trade and other receivables are short-term and due within 1 year.
 

Balance per December 31         
(euros in thousands)   2016    2015  

Trade receivables    205    —   
VAT receivable    782    296 
Prepaid general expenses    381    136 
Prepaid pension costs    463    364 
Prepaid share issuance cost    229    814 
Interest bank    32    45 
Intercompany receivables    20    —   
Other receivables    206    10 

    
 

    
 

   2,318    1,665 
    

 

    

 

Taxation and social security premiums receivable relate to value added tax receivable from the Dutch tax authorities based on the tax application for the third
and fourth quarter of 2016.

Prepaid expenses reflected above in the form of prepaid general expenses, prepaid pension costs and prepaid IPO costs consist of expenses that were paid
during the reporting period, but are related to activities taking place in the subsequent year.

 
G. Other Liabilities and Accruals

All amounts are short-term and payable within 1 year.
 

Balance per December 31         
(euros in thousands)         
   2016    2015  

Accrued auditor’s fee    282    335 
Accrual for holiday expenses    —      50 
Personnel    176    141 
R&D studies    1,256    741 
IP – Legal fee    114    170 
Bonuses    768    391 
Subsidy advance received    201    1,294 
Other accruals    781    243 

    
 

    
 

   3,578    3,365 
    

 

    

 

 
164



The R&D studies relate to accrued expenses for research and development projects.

The bonuses relate to the employee bonuses for the financial year 2016, which are paid out annually in February.

The other accruals include a total amount of €0.6 million related to legal expenses with regard to the Incyte collaboration as disclosed under Note 24.

 
H. Borrowings

Please refer to Note 12 to the consolidated financial statements for further information on the borrowings.

 
I. Deferred Revenue

Please refer to Note 13 to the consolidated financial statements for further information on deferred revenue.

 
J. Shareholders’ Equity

Please refer to Note 14 to the consolidated financial statements for further information on equity.

 
K. Revenue

Please refer to Note 15 to the consolidated financial statements for further information on revenue.

 
L. Total Operating Expenses
 

   2016    2015  

Manufacturing costs    3,162    5,878 

IP and license costs    1,167    1,112 

Personnel related R&D    3,770    3,166 

Other research and development costs    10,810    6,194 
    

 
    

 

Total research and development costs    18,909    16,350 
    

 

    

 

Management and administration costs    2,400    768 

Litigation costs    1,490    4,419 

Other operating expenses    7,892    3,479 
    

 
    

 

Total other expenses    9,382    7,898 
    

 

    

 

    
    

 
    

 

Total operating expenses    30,691    25,016 
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Please refer to Note 16 to the consolidated financial statements for additional disclosure on the research and development expenses.

Personnel related expenses mainly increased due to the increase in staff as well as additional expenses resulting from the implementation of the 2016 option
plan as well as the modification of the 2016 option plan, as described in Note 14 to the consolidated financial statements.

Litigation costs were lower in 2016 when compared to 2015 as a result of lower litigation activity with regard to the Regeneron litigation as described in Note
16 to the consolidated financial statements.

The other operating expenses relate to general and administrative expenses related to regular operations of the Company.

Operating expenses presented by nature are outlined below:
 

Euros in thousands   2016    2015  
Costs of outsourced work    3,162    5,878 
Other external costs    18,743    15,012 
Employee benefits    6,170    3,933 
Intercompany charges    2,381    —   
Depreciation and amortization    234    193 

    
 

    
 

Total operating expenses    30,690    25,016 
    

 

    

 

The increase in other external cost is mainly due to the increase in clinical and preclinical operations.

 
M. Employee Benefits

Details of the employee benefits are as follows:
 

Euros in thousands   2016    2015  

Salaries and wages    3,306    3,204 

WBSO subsidy    (1,721)    (348) 
Social security premiums    349    238 
Health insurance    —      31 
Pension costs    507    241 
Stock award expense    3,307    567 
Other personnel expense    422    —   

    
 

    
 

   6,170    3,933 
    

 

    

 

Refer to Note 14 to the consolidated financial statements for a detailed explanation on the option cost for the Company.
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N. Finance Income and Expense
 

   2016    2015  
Euros in thousands         
Interest income and similar income    88    50 
Interest expenses and similar expenses    (19,624)    (195) 

    
 

    
 

   (19,537)    (145) 
    

 

    

 

The interest expenses and similar expenses include a total of €20.1 million related to the derivative resulting from the Incyte collaboration as described in
Note 18 and Note 24 to the consolidated financial statements.

 
O. Loss per share

Please refer to Note 19 to the consolidated financial statements for the loss per share information.

 
P. Financial Instruments

Refer to Note 20 to the consolidated financial statements for further information on financial risk management, liquidity risk and market risk.

The carrying amount of financial assets represents the maximum credit exposure.
 

   2016    2015  
Balance per December 31 in thousands of euros         
Financial asset (derivative)    11,847    —   
Trade receivables    205    —   
Restricted cash    167    218 
Cash and cash equivalents    56,587    32,851 

    
 

    
 

   68,806    33,069 
    

 

    

 

At year-end for each of 2016 and 2015, there was no significant concentration of credit risk at any of the counterparties regarding financial instruments and
cash and cash equivalents. Cash balances are held at banks with credit ratings varying between A and AA.

The aging of trade and other receivables that were not impaired was as follows:
 

   2016    2015  
Balance per December 31 in thousands of euros         
Neither past due nor impaired    205    —   
Past due    —      —   

    
 

    
 

   205    —   
    

 

    

 

There is no allowance for impairment.
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The following are the remaining contractual maturities of financial liabilities at the reporting date. The amounts are gross and undiscounted, and include
estimated interest payments and excluding the impact of netting agreements:
 
December 31, 2016                       More  
   Carrying       < 12    1 - 2    2 - 5    than 5 
   amount    Total    months   years   years   years  
   (Euros in thousands)  
Non-derivative financial liabilities             
Secured bank loans    486    526    190    181    155    —   
Trade and other payables    5,892    5,892    5,892    —      —      —   

    
 

    
 

    
 

    
 

    
 

    
 

   6,378    6,418    6,082    181    155    —   
    

 

    

 

    

 

    

 

    

 

    

 

December 31, 2015                       More  
   Carrying       < 12    1 - 2    2 - 5    than 5 
   amount    Total    months   years   years   years  
   (Euros in thousands)  
Non-derivative financial liabilities             
Secured bank loans    653    709    193    186    330    —   
Trade and other payables    5,926    5,926    5,926    —      —      —   

    
 

    
 

    
 

    
 

    
 

    
 

   6,579    6,635    6,119    186    330    —   
    

 

    

 

    

 

    

 

    

 

    

 

The secured bank loans have an interest rate that is fixed until March 2017. The interest payable on the loans in the table above assumes
continuation of this interest rate. These amounts may change as market interest rates change.

Exposure to interest rate risk

The interest rate profile of the Company’s interest-bearing financial instruments is as follows:
 

   Carrying amount  
   2016    2015  
Balance per December 31 in thousands of euros         

Fixed-rate instruments     
Financial liabilities    (486)    (653) 

Variable rate instruments     
Cash and cash equivalents    56,587    32,851 

Due to the limited impact of changes in interest rates on the Company no sensitivity data is provided.

Accounting classifications and fair values

The Company classifies financial assets and financial liabilities into the loans and receivables and other financial liability categories only, with the exception
of the derivative recognized as a result of the Incyte collaboration and share Subscription agreement, we refer to note 24. These financial assets and financial
liabilities are not measured at fair value and as such information on the fair value hierarchy is omitted. The carrying amount of the financial assets and
financial liabilities is a reasonable approximation of the fair value.

The fair value of the derivative related to the Incyte collaboration and share Subscription agreement is recorded using Level 2 inputs. For determining the fair
value the Company has used as valuation technique the Bloomberg forward pricing model. In this valuation the inputs used are related to the foreign
exchange component (spot prices of EUR and USD), closing stock prices of the Company, as well as discount rates to reflect the time value of money
(limited).
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Q. Compensation of Management Board and Supervisory Board

Refer to Note 21 to the consolidated financial statements for further information on management board and supervisory board compensation.

 
R. Related party disclosures

Refer to Note 22 to the consolidated financial statements for further information on related party transactions.

 
S. Operating leases

Refer to Note 23 to the consolidated financial statements for further information on operating leases.

 
T. Audit Fees

The following table summarizes the fees of KPMG Accountants N.V., our independent registered public accounting firm, billed to us for each of
the last two fiscal years for audit and other services:
 

Fee Category   2016    2015  
Audit Fees   €1,001,000   €661,000 
Audit-Related Fees    —      —   
Tax Fees    10,000    28,000 
All Other Fees    —      —   

    
 

    
 

Total Fees   €1,011,000   €689,000 
    

 

    

 

Audit Fees

Audit fees consist of fees billed for the audit of our annual consolidated financial statements, the review of the interim consolidated financial
statements, and related services that are normally provided in connection with registration statements, including the registration statement for our initial
public offering.

Audit-Related Fees

Audit-related fees consist of specified procedures related to the filings of the quarterly financial information as well as assistance during the IPO.
Included in the 2016 audit-related fees is €498,000 of fees billed in connection with our initial public offering in May 2016.

Tax Fees

Tax fees consist of fees for professional services, including tax consulting and compliance performed by KPMG Accountants N.V.

All Other Fees

We did not incur any other fees in 2016 or 2015.

 
U. Appropriation of Results

“It is proposed that the 2016 loss of €47,508 be charged to the accumulated deficit. In anticipation of the decision to be taken by the general
meeting of shareholders, this proposal has already been reflected in the statement of financial position.
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V. Subsequent Events

Refer to Note 24 to the consolidated financial statements for further information on subsequent events.

 
2.12 Other information

Independent auditor’s report

Report on the accompanying financial statements 2016
 

Special rights of control under the Company’s articles

Not applicable. The Company’s articles do not grant any party special rights of control (zeggenschap) in respect of the Company

Shares carrying limited economic entitlement

The cumulative preferred shares in the Company’s capital carry a limited (but preferential) entitlement to the Company’s profit, reserves and
liquidation proceeds. As at December 31, 2016, no cumulative preferred shares in the Company’s capital were issued.
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Exhibit 99.3
 

Independent auditor’s report

To: the General Meeting of Shareholders and the Supervisory Board of Merus N.V.

Report on the accompanying financial statements 2016

Our opinion

In our opinion:
 

•  the accompanying consolidated financial statements give a true and fair view of the financial position of Merus N.V. as at December 31, 2016, and of
its result and its cash flows for 2016 in accordance with International Financial Reporting Standards as adopted by the European Union (EU-IFRS) and
with Part 9 of Book 2 of the Netherlands Civil Code;

 

•  the accompanying company financial statements give a true and fair view of the financial position of Merus N.V. as at December 31, 2016, and of its
result for 2016 in accordance with Part 9 of Book 2 of the Netherlands Civil Code.

What we have audited

We have audited the financial statements 2016 of Merus N.V., based in Utrecht. The financial statements include the consolidated financial statements and the
company financial statements.

The consolidated financial statements comprise:
 

1 the consolidated statement of financial position as at December 31, 2016;
 

2 the following consolidated statements for 2016: the profit or loss and comprehensive loss, the statements of changes in equity and cash flows; and
 

3 the notes comprising a summary of the significant accounting policies and other explanatory information.

The company financial statements comprise:
 

1 the company statement of financial position as at December 31, 2016;
 

2 the company statement of profit or loss and comprehensive loss for 2016; and
 

3 the notes comprising a summary of the accounting policies and other explanatory information.

Basis for our opinion

We conducted our audit in accordance with Dutch law, including the Dutch Standards on Auditing. Our responsibilities under those standards are further
described in the ‘Our responsibilities for the audit of the financial statements’ section of our report.

We are independent of Merus N.V. in accordance with the Verordening inzake de onafhankelijkheid van accountants bij assurance-opdrachten (ViO, Code of
Ethics for Professional Accountants, a regulation with respect to independence) and other relevant independence regulations in the Netherlands. Furthermore,
we have complied with the Verordening gedrags- en beroepsregels accountants (VGBA, Dutch Code of Ethics).

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.



 
Audit approach

Summary
 

Materiality

Based on our professional judgment we determined the materiality for the financial statements as a whole at EUR 800 thousand (2015: EUR 600 thousand).
The materiality is determined with reference to result before tax, adjusted for result from fair value changes of the derivative. Materiality represents 2.9%
(2015: 2.6%) of the benchmark. We consider result before tax as the most appropriate benchmark as based on our consideration of the common information
needs of users of the financial statements, we believe that result before tax is an important metric for the company in its development phase. We have also
taken into account misstatements and/or possible misstatements that in our opinion are material for qualitative reasons for the users of the financial
statements.

We agreed with the Audit Committee of the Supervisory Board that misstatements in excess of EUR 40 thousand, which are identified during the audit, would
be reported to them, as well as smaller misstatements that in our view must be reported on qualitative grounds.

Scope of the group audit

Merus N.V. is head of a group of entities. The group consists of two entities Merus N.V. and Merus US, Inc. The financial information of this group is
included in the consolidated financial statements of Merus N.V.



 
Because we are ultimately responsible for the opinion, we are also responsible for directing, supervising and performing the group audit. In this respect we
have determined the nature and extent of the audit procedures to be carried out for group entities. Decisive were the size and/or the risk profile of the group
entities or operations.

Our group audit is mainly focused on the significant entity Merus N.V., for which we perform a full scope audit. In addition, we have performed specified
audit procedures on the financial information of Merus US, Inc. Accounting for the Group’s activities takes place at the headquarters in Utrecht, the
Netherlands. As a consequence, we were able to perform all of the audit work for the Group. This resulted in a coverage of revenues of 100% and of the
recurring total operating expenses of 99%.

By performing the combined procedures mentioned above, we have been able to obtain sufficient and appropriate audit evidence about the group’s financial
information to provide an opinion about the financial statements.

Our key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the financial statements. We have
communicated the key audit matters to the Audit Committee of the Supervisory Board. The key audit matters are not a comprehensive reflection of all matters
discussed.

These matters were addressed in the context of our audit of the financial statements as a whole and in forming our opinion thereon, and we do not provide a
separate opinion on these matters.
 

Going concern and equity financing transactions   
 

Description
  
The company is active in the bio-pharmaceutical research and development of bispecific antibody therapeutics in the field of immuno-oncology.
Given the stage of development of the candidates, the company has incurred large research and development costs over the years and anticipates
to spend more in the future before cash is generated from amongst others product sales. As a consequence, the Company is required to obtain
funding in order to be able to continue the development activities to support the clinical studies.  
 

In May 2016, the company completed an Initial Public Offering (IPO), collecting € 50.5 million net cash. Further, on December 20, 2016 share
subscription and collaboration and license agreements with Incyte Corp. were signed resulting in additional new funding of € 190.5 million (US$ 200
million) paid to the Company in January 2017. Reference is made to the related key audit matter on the ‘Share subscription and collaboration and license
agreements between Merus and Incyte’.
 

Based on the funding obtained and the cash available, management concluded that the Company has sufficient cash to support the working capital needs
for at least one year from the date of the Merus N.V. Annual Report 2016 and included a disclosure in the financial statements.
 

As future funding is not guaranteed, the company is highly dependent on the progress and results of the research programs, other strategic partners, grants,
co-funding and the capital markets appetite for such investments, an inherent risk for the company as a going concern exists in the longer term.
 

Our response
  
We evaluated and challenged the Company’s future business plans, related cash flow forecasts and the process in which these were prepared. We
evaluated the underlying key assumptions such as expected cash outflow for R&D expenses and other operating expenses and evaluated
management’s ability to forecast through comparing actual cash outflows with prior years forecasts.
  
We assessed the risk that a change in the assumptions either individually or collectively would lead to different conclusions. Further, as part of subsequent
events we traced and agreed the € 190.5



 
Going concern and equity financing transactions
 

million (US$ 200 million) cash receipts to the Company’s bank statements. In order to corroborate management’s future business plans and to identify
potential contradictory information we, among others, read the board minutes, supervisory board minutes and discussed the business plans with
management and the Audit Committee.
 

We evaluated the disclosure note 2 included in the financial statements as adequate.
 

Share subscription and collaboration and license agreements between Merus and Incyte   
 

Description
  
The accounting for the share subscription and collaboration and license agreements was significant to our audit since the amounts involved were
material, the accounting was complex and required judgment. The agreements were signed on December 20, 2016 and became effective on
January 23, 2017. We considered the risk that the accounting, valuation and related disclosures for the various elements of the agreements are
not appropriately stated.  
 

With the assistance of outside technical accounting experts, management supported the accounting and relevant disclosures for the agreements with an
extensive accounting position paper. Further, next to the accounting under the current accounting standards the Company also started the assessment for the
accounting of the agreements under the new IFRS 15 standard (‘Revenue from Contracts with Customers’) mandatory for annual reporting periods starting
from January 1, 2018.
 

Our response
  
With the involvement of various technical accounting topic specialists, we evaluated the Company’s accounting position paper. We focused on
the appropriateness of the accounting, valuation and disclosure for these agreements in the 2016 financial statements. In our evaluation we
focused on compliance with the various relevant IFRS standards notably IAS 18 (‘Revenue’), IAS 32 (‘Financial instruments: presentation’) and
IAS 39 (‘Financial instruments: Recognition and Measurement’). We also evaluated the status of management’s assessment under the new IFRS
15 standard.
  
We further assessed the disclosure note 9, 13, 18, 20 and 24, as well as the initial IFRS 15 accounting evaluation which is disclosed in note 4, as adequate.

 
Internal control over financial reporting   
 

Description
  
In its review of the Company’s internal control over financial reporting in connection with the preparation of its financial statements,
management identified the following material weaknesses:
  

a)      Insufficient accounting resources required to fulfill IFRS and SEC reporting requirements;
 

b)      Insufficient comprehensive IFRS accounting policies and financial reporting procedures.
  

 

A material weakness is a deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable possibility that a material
misstatement of the company’s financial statements will not be prevented or detected on a timely basis.



 
Internal control over financial reporting   
 

Our response
  
We planned and performed our audit of the financial statements of Merus N.V. without reliance on internal controls over financial reporting. As
such the audit is substantive in nature and in our risk assessment we considered the material weaknesses identified.
  
Further, we evaluated management’s assessment of the severity of the control deficiencies that lead to the material weaknesses identified and we reviewed
management’s disclosure in relation to the identified material weaknesses.

 
Accounting of research & development costs   
 

Description
  
Research and Development (R&D) costs incurred, amounting to € 21.2 million, relate to research projects which is the primary business of the
company in its current development phase.
  
As such, we have considered for this biotech company in the development phase the risk of inaccurate or non-existent R&D costs recorded for
development activities and inadequate presentation in the financial statements.
 

Our response
  
Our audit procedures included, among others, an assessment of the classification of operating expenses in order to determine whether the
company’s accounting is in accordance with the reporting framework. Furthermore, we have used statistical sampling in order to verify the
accuracy and existence of the recorded expenses.  

Report on the other information included in the annual report

In addition to the financial statements and our auditor’s report thereon, the annual report contains other information that consists of:
 

•  the Directors report;
 

•  Supervisory Board report;
 

•  Corporate Governance;
 

•  other information pursuant to Part 9 of Book 2 of the Netherlands Civil Code;

Based on the below procedures performed, we conclude that the other information:
 

•  is consistent with the financial statements and does not contain material misstatements;
 

•  contains the information as required by Part 9 of Book 2 of the Netherlands Civil Code.

We have read the other information. Based on our knowledge and understanding obtained through our audit of the financial statements or otherwise, we have
considered whether the other information contains material misstatements.

By performing these procedures, we comply with the requirements of Part 9 of Book 2 of the Netherlands Civil Code and the Dutch Standard 720. The scope
of the procedures performed is substantially less than the scope of those performed in our audit of the financial statements.

Management is responsible for the preparation of the other information, including the directors’ report in accordance with Part 9 of Book 2 of the Netherlands
Civil Code and other Information pursuant to Part 9 of Book 2 of the Netherlands Civil Code.



 
Report on other legal and regulatory requirements

Engagement

We were engaged by the management and supervisory board as auditor of Merus N.V. for the year 2016 on April 21, 2016, and have operated as auditor since
the year 2009 and as statutory auditor as of 2014.

Description of the responsibilities for the financial statements

Responsibilities of the Management Board and Supervisory Board for the financial statements

The Management Board is responsible for the preparation and fair presentation of the financial statements in accordance with EU-IFRS and with Part 9 of
Book 2 of the Netherlands Civil Code. Furthermore, the Management Board is responsible for such internal control as the Management Board determines is
necessary to enable the preparation of the financial statements that are free from material misstatement, whether due to errors or fraud.

As part of the preparation of the financial statements, the Management Board is responsible for assessing the company’s ability to continue as a going
concern. Based on the financial reporting framework mentioned, the Management Board should prepare the financial statements using the going concern
basis of accounting unless the Management Board either intends to liquidate the company or to cease operations, or has no realistic alternative but to do so.
The Management Board should disclose events and circumstances that may cast significant doubt on the company’s ability to continue as a going concern in
the financial statements.

The Supervisory Board is responsible for overseeing the company’s financial reporting process.

Our responsibilities for the audit of financial statements

Our objective is to plan and perform the audit to obtain sufficient and appropriate audit evidence for our opinion. Our audit has been performed with a high,
but not absolute, level of assurance, which means we may not have detected all material errors and fraud during the audit.

Misstatements can arise from fraud or error and are considered material if, individually or in aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements. The materiality affects the nature, timing and extent of our audit procedures and
the evaluation of the effect of identified misstatements on our opinion.

For a further description of our responsibilities in respect of an audit of financial statements we refer to the website of the professional body for accountants in
the Netherlands (NBA) www.nba.nl/Engels_oob_2016.

Amstelveen, May 5, 2017

KPMG Accountants N.V.

B.S. Geerling RA
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PROPOSED ARTICLES OF ASSOCIATION

MERUS N.V.

DEFINITIONS AND INTERPRETATION

Article 1
 

1.1 In these articles of association the following definitions shall apply:
 

Article   An article of these articles of association.

Board of Directors   The Company’s board of directors.

Board Rules   The internal rules applicable to the Board of Directors, as drawn up by the Board of Directors.

CEO   The Company’s chief executive officer.

Chairman   The chairman of the Board of Directors.

Class Meeting   The meeting of holders of shares of a certain class.

Company   The company to which these articles of association pertain.

DCC   The Dutch Civil Code.

Director   A member of the Board of Directors.

EURIBOR

  

The EURIBOR interest rate, as published by Thomson Reuters or another institution chosen by the
Board of Directors, for loans with a maturity of three, six, nine or twelve months, whichever has had the
highest mathematical average over the financial year (or the relevant part thereof) in respect of which the
relevant distribution is made, but in any event no less than zero percent.

Executive Director   An executive Director.

General Meeting   The Company’s general meeting of shareholders.

Group Company
  

An entity or partnership which is organisationally connected with the Company in an economic unit
within the meaning of Section 2:24b DCC.

Indemnified Officer
  

A current or former Director and such other current or former officer or employee of the Company or its
Group Companies as designated by the Board of Directors.

Meeting Rights   With respect to the Company, the rights attributed by law
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to the holders of depository receipts issued for shares with a company’s cooperation, including the right
to attend and address a General Meeting.

Non-Executive Director   A non-executive Director.

Person with Meeting Rights
  

A shareholder, a usufructuary or pledgee with voting rights or a holder of depository receipts for shares
issued with the Company’s cooperation.

Preferred Distribution

  

A distribution on the preferred shares for an amount equal to the Preferred Interest Rate calculated over
the aggregate amount paid up on those preferred shares, whereby:
 

a.     any amount paid up on those preferred shares (including as a result of an issue of preferred shares)
during the financial year (or the relevant part thereof) in respect of which the distribution is made
shall only be taken into account proportionate to the number of days that elapsed during that
financial year (or the relevant part thereof) after the payment was made on those preferred shares;

 

b.     any reduction of the aggregate amount paid up on preferred shares during the financial year (or the
relevant part thereof) in respect of which the distribution is made shall be taken into account
proportionate to the number of days that elapsed during that financial year (or the relevant part
thereof) until such reduction was effected; and

 

c.     if the distribution is made in respect of part of a financial year, the amount of the distribution shall
be proportionate to the number of days that elapsed during that part of the financial year.

Preferred Interest Rate

  

The mathematical average, calculated over the financial year (or the relevant part thereof) in respect of
which a distribution is made on preferred shares, of the relevant EURIBOR interest rate, plus a margin
not exceeding five hundred basis points (500bps) to be determined by the Board of Directors each time
when, or before, preferred shares are issued without preferred shares already forming part of the
Company’s issued share capital.

Registration Date   The date of registration for a General Meeting as provided by law.
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Simple Majority   More than half of the votes cast.

Subsidiary

  

A subsidiary of the Company within the meaning of Section 2:24a DCC, including:
 

a.     an entity in whose general meeting the Company or one or more of its Subsidiaries can exercise,
whether or not by virtue of an agreement with other parties with voting rights, individually or
collectively, more than half of the voting rights; and

 

b.     an entity of which the Company or one or more of its Subsidiaries are members or shareholders and
can appoint or dismiss, whether or not by virtue of an agreement with other parties with voting
rights, individually or collectively, more than half of the managing directors or of the supervisory
directors, even if all parties with voting rights cast their votes.

 

1.2 Unless the context requires otherwise, references to “shares” or “shareholders” without further specification are to any class of shares or to the
holders thereof, respectively.

 

1.3 References to statutory provisions are to those provisions as they are in force from time to time.
 

1.4 Terms that are defined in the singular have a corresponding meaning in the plural.
 

1.5 Words denoting a gender include each other gender.
 

1.6 Except as otherwise required by law, the terms “written” and “in writing” include the use of electronic means of communication.

NAME AND OFFICIAL SEAT

Article 2
 

2.1 The Company is a limited liability company (naamloze vennootschap) and its name is Merus N.V.
 

2.2 The Company has its official seat in Utrecht.
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OBJECTS

Article 3

The Company’s objects are:
 

a. to develop products and services in the area of biotechnology;
 

b. to finance Group Companies or other parties;
 

c. to borrow, to lend to raise funds, including the issue of bonds, promissory notes or other financial instruments or evidence of indebtedness as well as
to enter into agreements in connection with the aforementioned;

 

d. to supply advice and to render services to Group Companies or other parties;
 

e. to render guarantees, to bind the Company, to provide security, to warrant performance in any other way and to assume liability, whether jointly and
severally or otherwise, in respect of obligations of Group Companies or other parties;

 

f. to incorporate, to participate in any way whatsoever in, to manage, to supervise and to hold any other interest in other entities, companies,
partnerships and businesses;

 

g. to obtain, alienate, encumber, manage and exploit registered property and items of property in general;
 

h. to trade in currencies, securities and items of property in general;
 

i. to develop and trade in patent, trademarks, licenses, know-how and other industrial property rights; and
 

j. to perform any and all activity of industrial, financial or commercial nature and to do anything which, in the widest sense of the word, is connected
with or may be conducive to the objects described above.

SHARES - AUTHORISED SHARE CAPITAL AND DEPOSITORY RECEIPTS

Article 4
 

4.1 The Company’s authorised share capital amounts to eight million one hundred thousand euro (EUR 8,100,000).
 

4.2 The authorised share capital is divided into:
 

 a. forty-five million (45,000,000) common shares; and
 

 b. forty-five million (45,000,000) preferred shares,

each having a nominal value of nine eurocents (EUR 0.09).
 

4.3 The Board of Directors may resolve that one or more shares are divided into such number of fractional shares as may be determined by the Board of
Directors. Unless specified differently, the provisions of these articles of association concerning shares and shareholders apply mutatis mutandis to
fractional shares and the holders thereof, respectively.

 

4.4 The Company may cooperate with the issue of depository receipts for shares in its capital.
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SHARES - FORM OF SHARES AND SHARE REGISTER

Article 5
 

5.1 All shares are registered shares, provided that the Board of Directors may resolve that one or more common shares are bearer shares, represented by
physical share certificates.

 

5.2 The Board of Directors is not required to comply with a request made by a shareholder to convert one or more of his registered shares into bearer
shares or vice versa. If the Board of Directors resolves to grant such a request, the shareholder concerned shall be charged for the costs of such
conversion.

 

5.3 Registered shares shall be numbered consecutively, starting from 1 for each class of shares.
 

5.4 The Board of Directors shall keep a register setting out the names and addresses of all holders of registered shares and all holders of a usufruct or
pledge in respect of such shares. The register shall also set out any other particulars that must be included in the register pursuant to applicable law.
Part of the register may be kept outside the Netherlands to comply with applicable local law or pursuant to stock exchange rules.

 

5.5 Shareholders, usufructuaries and pledgees whose particulars must be set out in the register shall provide the Board of Directors with the necessary
particulars in a timely fashion. Any consequences of not, or incorrectly, notifying such particulars shall be borne by the party concerned.

 

5.6 All notifications may be sent to shareholders, usufructuaries and pledgees whose particulars must be set out in the register at their respective
addresses as set out in the register.

 

5.7 If the Board of Directors has resolved that one or more common shares are bearer shares, share certificates shall be issued for such bearer shares in
such form as the Board of Directors may determine. Share certificates may represent one or more bearer shares. Each share certificate shall be
signed by or on behalf of a Director.

 

5.8 The holder of evidence of a bearer share may request the Company to provide him with a duplicate for a missing share certificate. The Company
shall only provide such duplicate:

 

 a. if the party making the request can demonstrate, to the satisfaction of the Board of Directors, that such party is indeed entitled to receive
such duplicate; and

 

 b. if a period of four weeks has elapsed after having published the request on the Company’s website, without any objection to such request
having been received by the Company within that period.

 

5.9 If an objection as referred to in Article 5.8 paragraph b. has been received by the Company in a timely fashion, the Company shall only provide the
duplicate to the party who requested such duplicate after having been provided with a copy of a binding advice or court order to provide such
duplicate, without the Company being required to investigate the competence of the relevant arbitrators or court, as the case may be, or the validity
of such binding advice or judgment, as the case may be.

 

5.10 Upon a duplicate of a share certificate for a bearer share having been provided by the Company, such duplicate shall replace the original share
certificate and no rights can be derived any longer from the share certificate thus replaced.
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SHARES - ISSUE

Article 6
 

6.1 Shares can be issued pursuant to a resolution of the General Meeting or of another body authorised by the General Meeting for this purpose for a
specified period not exceeding five years. When granting such authorisation, the number of shares that may be issued must be specified. The
authorisation may be extended, in each case for a period not exceeding five years. Unless stipulated differently when granting the authorisation, the
authorisation cannot be revoked. For as long as and to the extent that another body has been authorised to resolve to issue shares, the General
Meeting shall not have this authority.

 

6.2 Article 6.1 applies mutatis mutandis to the granting of rights to subscribe for shares, but does not apply in respect of issuing shares to a party
exercising a previously acquired right to subscribe for shares.

 

6.3 The Company may not subscribe for shares in its own capital.

SHARES - PRE-EMPTION RIGHTS

Article 7
 

7.1 Upon an issue of shares, each holder of common shares shall have a pre-emption right in proportion to the aggregate nominal value of his common
shares. No pre-emption rights are attached to preferred shares.

 

7.2 In deviation of Article 7.1, holders of common shares do not have pre-emption rights in respect of:
 

 a. preferred shares;
 

 b. shares issued against non-cash contribution; or
 

 c. shares issued to employees of the Company or of a Group Company.
 

7.3 The Company shall announce an issue with pre-emption rights and the period during which those rights can be exercised in the State Gazette and in
a daily newspaper with national distribution, unless all shares are registered shares and the announcement is sent in writing to all shareholders at the
addresses submitted by them.

 

7.4 Pre-emption rights may be exercised for a period of at least two weeks after the date of announcement in the State Gazette or after the announcement
was sent to the shareholders.

 

7.5 Pre-emption rights may be limited or excluded by a resolution of the General Meeting or of the body authorised as referred to in Article 6.1, if that
body was authorised by the
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General Meeting for this purpose for a specified period not exceeding five years. The authorisation may be extended, in each case for a period not
exceeding five years. Unless stipulated differently when granting the authorisation, the authorisation cannot be revoked. For as long as and to the
extent that another body has been authorised to resolve to limit or exclude pre-emption rights, the General Meeting shall not have this authority.

 

7.6 A resolution of the General Meeting to limit or exclude pre-emption rights, or to grant an authorisation as referred to in Article 7.5, shall require a
majority of at least two thirds of the votes cast if less than half of the issued share capital is represented at the General Meeting.

 

7.7 The preceding provisions of this Article 7 apply mutatis mutandis to the granting of rights to subscribe for shares, but do not apply in respect of
issuing shares to a party exercising a previously acquired right to subscribe for shares.

SHARES - PAYMENT

Article 8
 

8.1 Without prejudice to Article 8.2, the nominal value of a share and, if the share is subscribed for at a higher price, the difference between these
amounts must be paid up upon subscription for that share. However, it may be stipulated that part of the nominal value of a preferred share, not
exceeding three quarters thereof, need not be paid up until the Company has called for payment. The Company shall observe a reasonable notice
period of at least one month with respect to any such call for payment.

 

8.2 Parties who professionally place shares for their own account may be allowed by virtue of an agreement to pay up less than the nominal value of the
shares subscribed for by them, provided that at least ninety-four percent (94%) of this amount is paid up in cash ultimately upon subscription for
those shares.

 

8.3 Shares must be paid up in cash, except to the extent that payment by means of a contribution in another form has been agreed.
 

8.4 Payment in a currency other than the euro may only be made with the Company’s consent. Where such a payment is made, the payment obligation is
satisfied for the amount in euro for which the paid amount can be freely exchanged. Without prejudice to the last sentence of Section 2:80a(3) DCC,
the date of the payment determines the exchange rate.

SHARES - FINANCIAL ASSISTANCE

Article 9
 

9.1 The Company may not provide security, give a price guarantee, warrant performance in any other way or commit itself jointly and severally or
otherwise with or for others with a view to the subscription for or acquisition of shares or depository receipts for shares in its capital by others. This
prohibition applies equally to Subsidiaries.
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9.2 The Company and its Subsidiaries may not provide loans with a view to the subscription for or acquisition of shares or depository receipts for shares

in the Company’s capital by others, unless the Board of Directors resolves to do so and Section 2:98c DCC is observed.
 

9.3 The preceding provisions of this Article 9 do not apply if shares or depository receipts for shares are subscribed for or acquired by or for employees
of the Company or of a Group Company.

SHARES - ACQUISITION OF OWN SHARES

Article 10
 

10.1 The acquisition by the Company of shares in its own capital which have not been fully paid up shall be null and void.
 

10.2 The Company may only acquire fully paid up shares in its own capital for no consideration or if and to the extent that the General Meeting has
authorised the Board of Directors for this purpose and all other relevant statutory requirements of Section 2:98 DCC are observed.

 

10.3 An authorisation as referred to in Article 10.2 remains valid for no longer than eighteen months. When granting such authorisation, the General
Meeting shall determine the number of shares that may be acquired, how they may be acquired and within which range the acquisition price must be.
An authorisation shall not be required for the Company to acquire common shares in its own capital in order to transfer them to employees of the
Company or of a Group Company pursuant to an arrangement applicable to them, provided that these common shares are included on the price list
of a stock exchange.

 

10.4 Without prejudice to Articles 10.1 through 10.3, the Company may acquire shares in its own capital for cash consideration or for consideration
satisfied in the form of assets. In the case of a consideration being satisfied in the form of assets, the value thereof, as determined by the Board of
Directors, must be within the range stipulated by the General Meeting as referred to in Article 10.3.

 

10.5 The previous provisions of this Article 10 do not apply to shares acquired by the Company under universal title of succession.
 

10.6 In this Article 10, references to shares include depository receipts for shares.

SHARES - REDUCTION OF ISSUED SHARE CAPITAL

Article 11
 

11.1 The General Meeting can resolve to reduce the Company’s issued share capital by cancelling
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 shares or by reducing the nominal value of shares by virtue of an amendment to these articles of association. The resolution must designate the
shares to which the resolution relates and it must provide for the implementation of the resolution.

 

11.2 A resolution to cancel shares may only relate to:
 

 a. shares held by the Company itself or in respect of which the Company holds the depository receipts; and
 

 
b. all preferred shares, with repayment of the amounts paid up in respect thereof and provided that, to the extent allowed under Articles 30.1

and 30.2, a distribution is made on those preferred shares, in proportion to the amounts paid up on those preferred shares, immediately
prior to such cancellation becoming effective, for an aggregate amount of:

 

 
i. the total of all Preferred Distributions (or parts thereof) in relation to financial years prior to the financial year in which the

cancellation occurs, to the extent that these should have been distributed but have not yet been distributed as described in Article
32.1; and

 

 ii. the Preferred Distribution calculated in respect of the part of the financial year in which the cancellation occurs, for the number of
days that have elapsed during such part of the financial year.

 

11.3 A resolution of the General Meeting to reduce the Company’s issued share capital shall require a majority of at least two thirds of the votes cast if
less than half of the issued share capital is represented at the General Meeting.

 

11.4 If a resolution of the General Meeting to reduce the Company’s issued share capital relates to preferred shares, such resolution shall always require
the prior or simultaneous approval of the Class Meeting of preferred shares.

SHARES - ISSUE AND TRANSFER REQUIREMENTS

Article 12
 

12.1 Except as otherwise provided or allowed by Dutch law, the issue or transfer of a share shall require a deed to that effect and, in the case of a transfer
and unless the Company itself is a party to the transaction, acknowledgement of the transfer by the Company.

 

12.2 The acknowledgement shall be set out in the deed or shall be made in such other manner as prescribed by law.
 

12.3 For as long as common shares are admitted to trading on the New York Stock Exchange, the NASDAQ Stock Market or on any other regulated
stock exchange operating in the United States of America, the laws of the State of New York shall apply to the property law aspects of the common
shares reflected in the register administered by the relevant transfer agent.
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SHARES - USUFRUCT AND PLEDGE

Article 13
 

13.1 Shares can be encumbered with a usufruct or pledge. The creation of a pledge on preferred shares shall require the prior approval of the Board of
Directors.

 

13.2 The voting rights attached to a share which is subject to a usufruct or pledge vest in the shareholder concerned.
 

13.3 In deviation of Article 13.2:
 

 a. the holder of a usufruct or pledge on common shares shall have the voting rights attached thereto if this was provided when the usufruct or
pledge was created; and

 

 b. the holder of a usufruct or pledge on preferred shares shall have the voting rights attached thereto if this was provided when the usufruct or
pledge was created and this was approved by the Board of Directors.

 

13.4 Shareholders without voting rights and usufructuaries and pledgees with voting rights will have Meeting Rights. Usufructuaries and pledgees
without voting rights shall not have Meeting Rights.

SHARES - TRANSFER RESTRICTIONS

Article 14
 

14.1 A transfer of preferred shares shall require the prior approval of the Board of Directors. A shareholder wishing to transfer preferred shares must first
request the Board of Directors to grant such approval. A transfer of common shares is not subject to transfer restrictions under these articles of
association.

 

14.2 A transfer of the preferred shares to which the request for approval relates must take place within three months after the approval of the Board of
Directors has been granted or is deemed to have been granted pursuant to Article 14.3.

 

14.3 The approval of the Board of Directors shall be deemed to have been granted:
 

 a. if no resolution granting or denying the approval has been passed by the Board of Directors within three months after the Company has
received the request for approval; or

 

 b. if the Board of Directors, when denying the approval, does not notify the requesting shareholder of the identity of one or more interested
parties willing to purchase the relevant preferred shares.

 

14.4 If the Board of Directors denies the approval and notifies the requesting shareholder of the identity of one or more interested parties, the requesting
shareholder shall notify the Board of Directors within two weeks after having received such notice whether:

 

 a. he withdraws his request for approval, in which case the requesting shareholder cannot transfer the relevant preferred shares; or
 

 b. he accepts the interested party(ies), in which case the requesting shareholder shall promptly enter into negotiations with the interested
party(ies) regarding the price to be paid for the relevant preferred shares.



 

 

11
 

If the requesting shareholder does not notify the Board of Directors of his choice in a timely fashion, he shall be deemed to have withdrawn his
request for approval, in which case he cannot transfer the relevant preferred shares.

 

14.5 If an agreement is reached in the negotiations referred to in Article 14.4 paragraph b. within two weeks after the end of the period referred to in
Article 14.4, the relevant preferred shares shall be transferred for the agreed price within three months after such agreement having been reached. If
no agreement is reached in these negotiations in a timely fashion:

 

 a. the requesting shareholder shall promptly notify the Board of Directors thereof; and
 

 b. the price to be paid for the relevant preferred shares shall be equal to the value thereof, as determined by one or more independent experts
to be appointed by the requesting shareholder and the interested party(ies) by mutual agreement.

 

14.6 If no agreement is reached on the appointment of the independent expert(s) as referred to in Article 14.5 paragraph b. within two weeks after the end
of the period referred to in Article 14.5:

 

 a. the requesting shareholder shall promptly notify the Board of Directors thereof; and
 

 b. the requesting shareholder shall promptly request the president of the district court in whose district the Company has its official seat to
appoint three independent experts to determine the value of the relevant preferred shares.

 

14.7 If and when the value of the relevant preferred shares has been determined by the independent expert(s), irrespective of whether he/they was/were
appointed by mutual agreement or by the president of the relevant district court, the requesting shareholder shall promptly notify the Board of
Directors of the value so determined. The Board of Directors shall then promptly inform the interested party(ies) of such value, following which
the/each interested party may withdraw from the sale procedure by giving notice thereof the Board of Directors within two weeks.

 

14.8 If any interested party withdraws from the sale procedure in accordance with Article 14.7, the Board of Directors:
 

 a. shall promptly inform the requesting shareholder and the other interested party(ies), if any, thereof; and
 

 b. shall give the opportunity to the/each other interested party, if any, to declare to
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the Board of Directors and the requesting shareholder, within two weeks, his willingness to acquire the preferred shares having become
available as a result of the withdrawal, for the price determined by the independent expert(s) (with the Board of Directors being entitled to
determine the allocation of such preferred shares among any such willing interested party(ies) at its absolute discretion).

 

14.9 If it becomes apparent to the Board of Directors that all relevant preferred shares can be transferred to one or more interested parties for the price
determined by the independent expert(s), the Board of Directors shall promptly notify the requesting shareholder and such interested party(ies)
thereof. Within three months after sending such notice the relevant preferred shares shall be transferred.

 

14.10 If it becomes apparent to the Board of Directors that not all relevant preferred shares can be transferred to one or more interested parties for the price
determined by the independent expert(s):

 

 a. the Board of Directors shall promptly notify the requesting shareholder thereof; and
 

 b. the requesting shareholder shall be free to transfer all relevant preferred shares, provided that the transfer takes place within three months
after having received the notice referred to in paragraph a.

 

14.11 The Company may only be an interested party under this Article 14 with the consent of the requesting shareholder.
 

14.12 All notices given pursuant to this Article 14 shall be provided in writing.
 

14.13 The preceding provisions of this Article 14 do not apply:
 

 a. to the extent that a shareholder is under a statutory obligation to transfer preferred shares to a previous holder thereof;
 

 b. if it concerns a transfer in connection with an enforcement of a pledge pursuant to Section 3:248 DCC in conjunction with Section 3:250 or
3:251 DCC; or

 

 c. if it concerns a transfer to the Company, except in the case that the Company acts as an interested party pursuant to Article 14.11.
 

14.14 This Article 14 applies mutatis mutandis in case of a transfer of rights to subscribe for preferred shares.

BOARD OF DIRECTORS - COMPOSITION

Article 15
 

15.1 The Company has a Board of Directors consisting of:
 

 a. one or more Executive Directors, being primarily charged with the Company’s day-to-day operations; and
 

 b. one or more Non-Executive Directors, being primarily charged with the supervision of the performance of the duties of the Directors.
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The Board of Directors shall be composed of individuals.

The Board of Directors shall determine the number of Executive Directors and the number of Non-Executive Directors.
 

15.3 The Board of Directors shall elect an Executive Director to be the CEO. The Board of Directors may dismiss the CEO, provided that the CEO so
dismissed shall subsequently continue his term of office as an Executive Director without having the title of CEO.

 

15.4 The Board of Directors shall elect a Non-Executive Director to be the Chairman. The Board of Directors may dismiss the Chairman, provided that
the Chairman so dismissed shall subsequently continue his term of office as a Non-Executive Director without having the title of Chairman.

 

15.5 If a Director is absent or incapacitated, he may be replaced temporarily by a person whom the Board of Directors has designated for that purpose
and, until then, the other Director(s) shall be charged with the management of the Company. If all Directors are absent or incapacitated, the
management of the Company shall be attributed to the person who most recently ceased to hold office as the CEO. If such former CEO is unwilling
or unable to accept that position, the management of the Company shall be attributed to the person who most recently ceased to hold office as the
Chairman. If such former Chairman is also unwilling or unable to accept that position, the management of the Company shall be attributed to one or
more persons whom the General Meeting has designated for that purpose. The person(s) charged with the management of the Company in this
manner, may designate one or more persons to be charged with the management of the Company in addition to, or together with, such person(s).

 

15.6 A Director shall be considered to be unable to act within the meaning of Article 15.5:
 

 
a. in a period during which the Company has not been able to contact him (including as a result of illness), provided that such period lasted

longer than five consecutive days (or such other period as determined by the Board of Directors on the basis of the facts and circumstances
at hand);

 

 b. during his suspension; or
 

 c. in the deliberations and decision-making of the Board of Directors on matters in relation to which he has declared to have, or in relation to
which the Board of Directors has established that he has, a conflict of interests as described in Article 18.7.

BOARD OF DIRECTORS - APPOINTMENT, SUSPENSION AND DISMISSAL

Article 16
 

16.1 The General Meeting shall appoint the Directors and may at any time suspend or dismiss any Director. In addition, the Board of Directors may at
any time suspend an Executive Director.
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16.2 The General Meeting can only appoint Directors upon a nomination by the Board of Directors. The General Meeting may at any time resolve to

render such nomination to be non-binding by a majority of at least two thirds of the votes cast representing more than half of the issued share capital.
If a nomination is rendered non-binding, a new nomination shall be made by the Board of Directors. If the nomination comprises one candidate for a
vacancy, a resolution concerning the nomination shall result in the appointment of the candidate, unless the nomination is rendered non-binding. A
second meeting as referred to in Section 2:120(3) DCC cannot be convened.

 

16.3 At a General Meeting, a resolution to appoint a Director can only be passed in respect of candidates whose names are stated for that purpose in the
agenda of that General Meeting or the explanatory notes thereto.

 

16.4 Upon the appointment of a person as a Director, the General Meeting shall determine whether that person is appointed as Executive Director or as
Non-Executive Director.

 

16.5 A resolution of the General Meeting to suspend or dismiss a Director shall require a majority of at least two thirds of the votes cast representing
more than half of the issued share capital, unless the resolution is passed at the proposal of the Board of Directors. A second meeting as referred to
in Section 2:120(3) DCC cannot be convened.

 

16.6 If a Director is suspended and the General Meeting does not resolve to dismiss him within three months from the date of such suspension, the
suspension shall lapse.

BOARD OF DIRECTORS - DUTIES AND ORGANISATION

Article 17
 

17.1 The Board of Directors is charged with the management of the Company, subject to the restrictions contained in these articles of association. In
performing their duties, Directors shall be guided by the interests of the Company and of the business connected with it.

 

17.2 The Board of Directors shall draw up Board Rules concerning its organisation, decision-making and other internal matters, with due observance of
these articles of association. In performing their duties, the Directors shall act in compliance with the Board Rules.

 

17.3 The Directors may allocate their duties amongst themselves in or pursuant to the Board Rules or otherwise pursuant to resolutions adopted by the
Board of Directors, provided that:

 

 a. the Executive Directors shall be charged with the Company’s day-to-day operations;
 

 b. the task of supervising the performance of the duties of the Directors cannot be taken away from the Non-Executive Directors;
 

 c. the Chairman must be a Non-Executive Director; and
 

 d. the making of proposals for the appointment of a Director and the determination of the compensation of the Executive Directors cannot be
allocated to an Executive Director.
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17.4 The Board of Directors may determine in writing, in or pursuant to the Board Rules or otherwise pursuant to resolutions adopted by the Board of

Directors, that one or more Directors can validly pass resolutions in respect of matters which fall under his/their duties.
 

17.5 The Board of Directors shall establish the committees which the Company is required to have and otherwise such committees as are deemed to be
appropriate by the Board of Directors. The Board of Directors shall draw up (and/or include in the Board Rules) rules concerning the organisation,
decision-making and other internal matters of its committees.

 

17.6 The Board of Directors may perform the legal acts referred to in Section 2:94(1) DCC without the prior approval of the General Meeting.

BOARD OF DIRECTORS - DECISION-MAKING

Article 18
 

18.1 Without prejudice to Article 18.5, each Director may cast one vote in the decision-making of the Board of Directors.
 

18.2 A Director can be represented by another Director holding a written proxy for the purpose of the deliberations and the decision-making of the Board
of Directors.

 

18.3 Resolutions of the Board of Directors and resolutions of the group of Non-Executive Directors shall be passed, irrespective of whether this occurs at
a meeting or otherwise, by Simple Majority unless the Board Rules provide differently.

 

18.4 Invalid votes, blank votes and abstentions shall not be counted as votes cast.
 

18.5 Where there is a tie in any vote of the Board of Directors, the Chairman shall have a casting vote, provided that there are at least three Directors in
office. Otherwise, the relevant resolution shall not have been passed.

 

18.6 The Executive Directors shall not participate in the decision-making concerning the determination of the compensation of Executive Directors.
 

18.7 A Director shall not participate in the deliberations and decision-making of the Board of Directors on a matter in relation to which he has a direct or
indirect personal interest which conflicts with the interests of the Company and of the business connected with it. If, as a result thereof, no resolution
can be passed by the Board of Directors, the resolution may nevertheless be passed by the Board of Directors as if none of the Directors has a
conflict of interests as described in the previous sentence.

 

18.8 Meetings of the Board of Directors can be held through audio-communication facilities, unless a Director objects thereto.
 

18.9 Resolutions of the Board of Directors may, instead of at a meeting, be passed in writing, provided that all Directors are familiar with the resolution
to be passed and none of them objects to this decision-making process. Articles 18.1 through 18.7 apply mutatis mutandis.
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18.10 The approval of the General Meeting is required for resolutions of the Board of Directors concerning a material change to the identity or the

character of the Company or the business, including in any event:
 

 a. transferring the business or materially all of the business to a third party;
 

 
b. entering into or terminating a long-lasting alliance of the Company or of a Subsidiary either with another entity or company, or as a fully

liable partner of a limited partnership or general partnership, if this alliance or termination is of significant importance for the Company;
and

 

 
c. acquiring or disposing of an interest in the capital of a company by the Company or by a Subsidiary with a value of at least one third of the

value of the assets, according to the balance sheet with explanatory notes or, if the Company prepares a consolidated balance sheet,
according to the consolidated balance sheet with explanatory notes in the Company’s most recently adopted annual accounts.

 

18.11 The absence of the approval of the General Meeting of a resolution as referred to in Article 18.10 shall result in the relevant resolution being null
and void pursuant to Section 2:14(1) DCC but shall not affect the powers of representation of the Board of Directors or of the Directors.

BOARD OF DIRECTORS - COMPENSATION

Article 19
 

19.1 The General Meeting shall determine the Company’s policy concerning the compensation of the Board of Directors with due observance of the
relevant statutory requirements.

 

19.2 The compensation of Directors shall be determined by the Board of Directors with due observance of the policy referred to in Article 19.1.
 

19.3 The Board of Directors shall submit proposals concerning arrangements in the form of shares or rights to subscribe for shares to the General
Meeting for approval. This proposal must at least include the number of shares or rights to subscribe for shares that may be awarded to the Board of
Directors and which criteria apply for such awards or changes thereto. The absence of the approval of the General Meeting shall not affect the
powers of representation.



 

17
 
BOARD OF DIRECTORS - REPRESENTATION

Article 20
 

20.1 The Board of Directors is entitled to represent the Company.
 

20.2 The power to represent the Company also vests in the CEO individually, as well as in any other two Executive Directors acting jointly.
 

20.3 The Company may grant powers of attorney to represent the Company and determine the scope of such powers of attorney. If a power of attorney is
granted to an individual, the Board of Directors may grant an appropriate title to such person.

INDEMNITY

Article 21
 

21.1 The Company shall indemnify and hold harmless each of its Indemnified Officers against:
 

 a. any financial losses or damages incurred by such Indemnified Officer; and
 

 
b. any expense reasonably paid or incurred by such Indemnified Officer in connection with any threatened, pending or completed suit, claim,

action or legal proceedings of a civil, criminal, administrative, investigative or other nature, formal or informal, in which he becomes
involved,

to the extent this relates to his current or former position with the Company and/or a Group Company and in each case to the fullest extent permitted
by applicable law.

 

21.2 No indemnification shall be given to an Indemnified Officer:
 

 
a. if a competent court or arbitral tribunal has established, without possibility for appeal, that the acts or omissions of such Indemnified

Officer that led to the financial losses, damages, expenses, suit, claim, action or legal proceedings as described in Article 21.1 result from
either an improper performance of his duties as an officer of the Company or an unlawful or illegal act;

 

 b. to the extent that his financial losses, damages and expenses are covered under an insurance and the relevant insurer has settled, or has
provided reimbursement for, these financial losses, damages and expenses (or has irrevocably undertaken to do so); or

 

 
c. in relation to proceedings brought by such Indemnified Officer against the Company, except for proceedings brought to enforce

indemnification to which he is entitled pursuant to these articles of association or an agreement between such Indemnified Officer and the
Company which has been approved by the Board of Directors.

 

21.3 The Board of Directors may stipulate additional terms, conditions and restrictions in relation to the indemnification referred to in Article 21.1.
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GENERAL MEETING - CONVENING AND HOLDING MEETINGS

Article 22
 

22.1 Annually, at least one General Meeting shall be held. This annual General Meeting shall be held within six months after the end of the Company’s
financial year.

 

22.2 A General Meeting shall also be held:
 

 a. within three months after the Board of Directors has considered it to be likely that the Company’s equity has decreased to an amount equal
to or lower than half of its paid up and called up capital, in order to discuss the measures to be taken if so required; and

 

 b. whenever the Board of Directors so decides.
 

22.3 General Meetings must be held in the place where the Company has its official seat or in Amsterdam, The Hague, Rotterdam or Schiphol
(Haarlemmermeer).

 

22.4 If the Board of Directors has failed to ensure that a General Meeting as referred to in Articles 22.1 or 22.2 paragraph a. is held, each Person with
Meeting Rights may be authorised by the court in preliminary relief proceedings to do so.

 

22.5 One or more Persons with Meeting Rights who collectively represent at least the part of the Company’s issued share capital prescribed by law for
this purpose may request the Board of Directors in writing to convene a General Meeting, setting out in detail the matters to be discussed. If the
Board of Directors has not taken the steps necessary to ensure that the General Meeting could be held within the relevant statutory period after the
request, the requesting Person(s) with Meeting Rights may be authorised, at his/their request, by the court in preliminary relief proceedings to
convene a General Meeting.

 

22.6 Any matter of which the discussion has been requested in writing by one or more Persons with Meeting Rights who, individually or collectively,
represent at least the part of the Company’s issued share capital prescribed by law for this purpose shall be included in the convening notice or
announced in the same manner, if the Company has received the substantiated request or a proposal for a resolution no later than on the sixtieth day
prior to that of the General Meeting.

 

22.7 A General Meeting must be convened with due observance of the relevant statutory minimum convening period.
 

22.8 All Persons with Meeting Rights must be convened for the General Meeting in accordance with applicable law. The holders of registered shares may
be convened for the General Meeting by means of convening letters sent to the addresses of those shareholders in accordance with Article 5.6. The
previous sentence does not prejudice the possibility of sending a convening notice by electronic means in accordance with Section 2:113(4) DCC.
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GENERAL MEETING - PROCEDURAL RULES

Article 23
 

23.1 The General Meeting shall be chaired by one of the following individuals, taking into account the following order of priority:
 

 a. by the Chairman, if there is a Chairman and he is present at the General Meeting;
 

 b. by the CEO, if there is a CEO and he is present at the General Meeting;
 

 c. by another Director who is chosen by the Directors present at the General Meeting from their midst; or
 

 d. by another person appointed by the General Meeting.

The person who should chair the General Meeting pursuant to paragraphs a. through d. may appoint another person to chair the General Meeting
instead of him.

 

23.2 The chairman of the General Meeting shall appoint another person present at the General Meeting to act as secretary and to minute the proceedings
at the General Meeting. The minutes of a General Meeting shall be adopted by the chairman of that General Meeting or by the Board of Directors.
Where an official report of the proceedings is drawn up by a civil law notary, no minutes need to be prepared. Every Director may instruct a civil
law notary to draw up such an official report at the Company’s expense.

 

23.3 The chairman of the General Meeting shall decide on the admittance to the General Meeting of persons other than:
 

 a. the persons who have Meeting Rights at that General Meeting, or their proxyholders; and
 

 b. those who have a statutory right to attend that General Meeting on other grounds.
 

23.4 The holder of a written proxy from a Person with Meeting Rights who is entitled to attend a General Meeting shall only be admitted to that General
Meeting if the proxy is determined to be acceptable by the chairman of that General Meeting.

 

23.5 The Company may direct that any person, before being admitted to a General Meeting, identify himself by means of a valid passport or driver’s
license and/or should be submitted to such security arrangements as the Company may consider to be appropriate under the given circumstances.
Persons who do not comply with these requirements may be refused entry to the General Meeting.

 

23.6 The chairman of the General Meeting has the right to eject any person from the General Meeting if he considers that person to disrupt the orderly
proceedings at the General Meeting.

 

23.7 The General Meeting may be conducted in a language other than the Dutch language, if so determined by the chairman of the General Meeting.
 

23.8 The chairman of the General Meeting may limit the amount of time that persons present at the General Meeting are allowed to take in addressing the
General Meeting and the number of questions they are allowed to raise, with a view to safeguarding the orderly proceedings at the General Meeting.
The chairman of the General Meeting may also adjourn the meeting if he considers that this shall safeguard the orderly proceedings at the General
Meeting.
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GENERAL MEETING - EXERCISE OF MEETING AND VOTING RIGHTS

Article 24
 

24.1 Each Person with Meeting Rights has the right to attend, address and, if applicable, vote at General Meetings, whether in person or represented by
the holder of a written proxy. Holders of fractional shares together constituting the nominal value of a share of the relevant class shall exercise these
rights collectively, whether through one of them or through the holder of a written proxy.

 

24.2 The Board of Directors may decide that each Person with Meeting Rights is entitled, whether in person or represented by the holder of a written
proxy, to participate in, address and, if applicable, vote at the General Meeting by electronic means of communication. For the purpose of applying
the preceding sentence it must be possible, by electronic means of communication, for the Person with Meeting Rights to be identified, to observe in
real time the proceedings at the General Meeting and, if applicable, to vote. The Board of Directors may impose conditions on the use of the
electronic means of communication, provided that these conditions are reasonable and necessary for the identification of the Person with Meeting
Rights and the reliability and security of the communication. Such conditions must be announced in the convening notice.

 

24.3 The Board of Directors can also decide that votes cast through electronic means of communication or by means of a letter prior to the General
Meeting are considered to be votes that are cast during the General Meeting. These votes shall not be cast prior to the Registration Date.

 

24.4 For the purpose of Articles 24.1 through 24.3, those who have voting rights and/or Meeting Rights on the Registration Date and are recorded as such
in a register designated by the Board of Directors shall be considered to have those rights, irrespective of whoever is entitled to the shares or
depository receipts at the time of the General Meeting. Unless Dutch law requires otherwise, the Board of Directors is free to determine, when
convening a General Meeting, whether the previous sentence applies.

 

24.5 Each Person with Meeting Rights must notify the Company in writing of his identity and his intention to attend the General Meeting. This notice
must be received by the Company ultimately on the seventh day prior to the General Meeting, unless indicated otherwise when such General
Meeting is convened. Persons with Meeting Rights that have not complied with this requirement may be refused entry to the General
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 Meeting. When a General Meeting is convened the Board of Directors may stipulate not to apply the previous provisions of this Article 24.5 in
respect of the exercise of Meeting Rights and/or voting rights attached to preferred shares at such General Meeting.

GENERAL MEETING - DECISION-MAKING

Article 25
 

25.1 Each share, irrespective of which class it concerns, shall give the right to cast one vote at the General Meeting. Fractional shares of a certain class, if
any, collectively constituting the nominal value of a share of that class shall be considered to be equivalent to such a share.

 

25.2 No vote may be cast at a General Meeting in respect of a share belonging to the Company or a Subsidiary or in respect of a share for which any of
them holds the depository receipts. Usufructuaries and pledgees of shares belonging to the Company or its Subsidiaries are not, however, precluded
from exercising their voting rights if the usufruct or pledge was created before the relevant share belonged to the Company or a Subsidiary. Neither
the Company nor a Subsidiary may vote shares in respect of which it holds a usufruct or a pledge.

 

25.3 Unless a greater majority is required by law or by these articles of association, all resolutions of the General Meeting shall be passed by Simple
Majority.

 

25.4 Invalid votes, blank votes and abstentions shall not be counted as votes cast. Shares in respect of which an invalid or blank vote has been cast and
shares in respect of which an abstention has been made shall be taken into account when determining the part of the issued share capital that is
represented at a General Meeting.

 

25.5 Where there is a tie in any vote of the General Meeting, the relevant resolution shall not have been passed.
 

25.6 The chairman of the General Meeting shall decide on the method of voting and the voting procedure at the General Meeting.
 

25.7 The determination during the General Meeting made by the chairman of that General Meeting with regard to the results of a vote shall be decisive. If
the accuracy of the chairman’s determination is contested immediately after it has been made, a new vote shall take place if the majority of the
General Meeting so requires or, where the original vote did not take place by response to a roll call or in writing, if any party with voting rights who
is present so requires. The legal consequences of the original vote shall lapse as a result of the new vote.

 

25.8 The Board of Directors shall keep a record of the resolutions passed. The record shall be available at the Company’s office for inspection by Persons
with Meeting Rights. Each of them shall, upon request, be provided with a copy of or extract from the record, at no more than the cost price.

 

25.9 The Directors shall, in that capacity, have an advisory vote at the General Meetings.
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GENERAL MEETING - SPECIAL RESOLUTIONS

Article 26
 

26.1 The following resolutions can only be passed by the General Meeting at the proposal of the Board of Directors:
 

 a. the issue of shares or the granting of rights to subscribe for shares;
 

 b. the limitation or exclusion of pre-emption rights;
 

 c. the designation or granting of an authorisation as referred to in Articles 6.1, 7.5 and 10.2, respectively;
 

 d. the reduction of the Company’s issued share capital;
 

 e. the granting of an approval as referred to in Article 18.10;
 

 f. the making of a distribution from the Company’s profits or reserves on the common shares;
 

 g. the making of a distribution in the form of shares in the Company’s capital or in the form of assets, instead of in cash;
 

 h. the amendment of these articles of association;
 

 i. the entering into of a merger or demerger;
 

 j. the instruction of the Board of Directors to apply for the Company’s bankruptcy; and
 

 k. the Company’s dissolution.
 

26.2 For purposes of Article 26.1, a resolution shall not be considered to have been proposed by the Board of Directors if such resolution has been
included in the convening notice or announced in the same manner by or at the request of one or more Persons with Meeting Rights pursuant to
Articles 22.5 and/or 22.6, unless the Board of Directors has expressly indicated its support of such resolution in the agenda of the General Meeting
concerned or in the explanatory notes thereto.

CLASS MEETINGS

Article 27
 

27.1 A Class Meeting shall be held whenever a resolution of that Class Meeting is required by Dutch law or under these articles of association and
otherwise whenever the Board of Directors so decides.

 

27.2 Without prejudice to Article 27.1, for Class Meetings of common shares, the provisions concerning the convening of, drawing up of the agenda for,
holding of and decision-making by the General Meeting apply mutatis mutandis.
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27.3 For Class Meetings of preferred shares, the following shall apply:
 

 a. Articles 22.3, 22.8, 23.3, 25.1, 25.2 through 25.9 apply mutatis mutandis;
 

 b. a Class Meeting must be convened no later than on the eighth day prior to that of the meeting;
 

 c. a Class Meeting shall appoint its own chairman; and
 

 
d. where the rules laid down by these articles of association in relation to the convening, location of or drawing up of the agenda for a

Class Meeting have not been complied with, legally valid resolutions may still be passed by that Class Meeting by a unanimous vote at a
meeting at which all shares of the relevant class are represented.

 

27.4 Holders of preferred shares may pass resolutions in writing instead of at a meeting by a unanimous vote of all shareholders concerned. The votes
may be cast electronically.

REPORTING - FINANCIAL YEAR, ANNUAL ACCOUNTS AND MANAGEMENT REPORT

Article 28
 

28.1 The Company’s financial year shall coincide with the calendar year.
 

28.2 Annually, within the relevant statutory period, the Board of Directors shall prepare the annual accounts and the management report and deposit them
at the Company’s office for inspection by the shareholders.

 

28.3 The annual accounts shall be signed by the Directors. If any of their signatures is missing, this shall be mentioned, stating the reasons.
 

28.4 The Company shall ensure that the annual accounts, the management report and the particulars to be added pursuant to Section 2:392(1) DCC shall
be available at its offices as from the convening of the General Meeting at which they are to be discussed. The Persons with Meeting Rights are
entitled to inspect such documents at that location and to obtain a copy at no cost.

 

28.5 The annual accounts shall be adopted by the General Meeting.

REPORTING - AUDIT

Article 29
 

29.1 The General Meeting shall instruct an auditor as referred to in Section 2:393 DCC to audit the annual accounts. Where the General Meeting fails to
do so, the Board of Directors shall be authorised.
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29.2 The instruction may be revoked by the General Meeting and, if the Board of Directors has granted the instruction, by the Board of Directors. The

instruction can only be revoked for well-founded reasons; a difference of opinion regarding the reporting or auditing methods shall not constitute
such a reason.

DISTRIBUTIONS - GENERAL

Article 30
 

30.1 A distribution can only be made to the extent that the Company’s equity exceeds the amount of the paid up and called up part of its capital plus the
reserves which must be maintained by law.

 

30.2 No entitlement to distributions is attached to preferred shares, other than as described in Articles 11.2, 32.1 and 33.3.
 

30.3 Distributions shall be made in proportion to the aggregate nominal value of the shares . In deviation of the previous sentence, distributions on
preferred shares (or to the former holders of preferred shares) shall be made in proportion to the amounts paid up (or formerly paid up) on those
preferred shares.

 

30.4 The parties entitled to a distribution shall be the relevant shareholders, usufructuaries and pledgees, as the case may be, at a date to be determined by
the Board of Directors for that purpose. This date shall not be earlier than the date on which the distribution was announced.

 

30.5 The General Meeting may resolve, subject to Article 26, that all or part of such distribution, instead of being made in cash, shall be made in the form
of shares in the Company’s capital or in the form of the Company’s assets.

 

30.6 The Board of Directors may resolve to make interim distributions, provided that it appears from interim accounts to be prepared in accordance with
Section 2:105(4) DCC that the requirement referred to in Article 30.1 has been met and, if it concerns an interim distribution of profits, taking into
account the order of priority described in Article 32.1.

 

30.7 A distribution shall be payable on such date and, if it concerns a distribution in cash, in such currency as determined by the Board of Directors. If it
concerns a distribution in the form of the Company’s assets, the Board of Directors shall determine the value attributed to such distribution for
purposes of recording the distribution in the Company’s accounts with due observance of applicable law (including the applicable accounting
principles).

 

30.8 A claim for payment of a distribution shall lapse after five years have expired after the distribution became payable.
 

30.9 For the purpose of calculating the amount or allocation of any distribution, shares held by the Company in its own capital shall not be taken into
account. No distribution shall be made to the Company in respect of shares held by it in its own capital.
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DISTRIBUTIONS - RESERVES

Article 31
 

31.1 All reserves maintained by the Company shall be attached exclusively to the common shares.
 

31.2 Subject to Article 26, the General Meeting is authorised to resolve to make a distribution from the Company’s reserves.
 

31.3 Without prejudice to Articles 31.4 and 32.2, distributions from a reserve shall be made exclusively on the class of shares to which such reserve is
attached.

 

31.4 The Board of Directors may resolve to charge amounts to be paid up on shares against the Company’s reserves, irrespective of whether those shares
are issued to existing shareholders.

DISTRIBUTIONS - PROFITS

Article 32
 

32.1 Subject to Article 30.1, the profits shown in the Company’s annual accounts in respect of a financial year shall be appropriated as follows, and in the
following order of priority:

 

 

a. to the extent that any preferred shares have been cancelled without the distribution described in Article 11.2 paragraph b. having been paid
in full and without any such deficit subsequently having been paid in full as described in this Article 32.1 or Article 32.2, an amount equal
to any such (remaining) deficit shall be distributed to those who held those preferred shares at the moment of such cancellation becoming
effective;

 

 b. to the extent that any Preferred Distribution (or part thereof) in relation to previous financial years has not yet been paid in full as described
in this Article 32.1 or Article 32.2, an amount equal to any such (remaining) deficit shall be distributed on the preferred shares;

 

 c. the Preferred Distribution shall be distributed on the preferred shares in respect of the financial year to which the annual accounts pertain;
 

 d. the Board of Directors shall determine which part of the remaining profits shall be added to the Company’s reserves; and
 

 e. subject Article 26, the remaining profits shall be at the disposal of the General Meeting for distribution on the common shares.
 

32.2 To the extent that the distributions described in Article 32.1 paragraphs a. through c. (or any part thereof) cannot be paid out of the profits shown in
the annual accounts, any such deficit shall be distributed from the Company’s reserves, subject to Articles 30.1 and 30.2.
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32.3 Without prejudice to Article 30.1, a distribution of profits shall be made after the adoption of the annual accounts that show that such distribution is

allowed.

DISSOLUTION AND LIQUIDATION

Article 33
 

33.1 In the event of the Company being dissolved, the liquidation shall be effected by the Board of Directors, unless the General Meeting decides
otherwise.

 

33.2 To the extent possible, these articles of association shall remain in effect during the liquidation.
 

33.3 To the extent that any assets remain after payment of all of the Company’s debts, those assets shall be distributed as follows, and in the following
order of priority:

 

 a. the amounts paid up on the preferred shares shall be repaid on such preferred shares;
 

 

b. to the extent that any preferred shares have been cancelled without the distribution described in Article 11.2 paragraph b. having been paid
in full and without any such deficit subsequently having been paid in full as described in Articles 32.1 and 32.2, an amount equal to any
such (remaining) deficit shall be distributed to those who held those preferred shares at the moment of such cancellation becoming
effective;

 

 
c. to the extent that any Preferred Distribution (or part thereof) in relation to financial years prior to the financial year in which the

distribution referred to in paragraph a. occurs has not yet been paid in full as described in Articles 32.1 and 32.2, an amount equal to any
such (remaining) deficit shall be distributed on the preferred shares;

 

 d. the Preferred Distribution shall be paid on the preferred shares calculated in respect of the part of the financial year in which the
distribution referred to in paragraph a. is made, for the number of days that have already elapsed during such part of the financial year; and

 

 e. any remaining assets shall be distributed to the holders of common shares.
 

33.4 After the Company has ceased to exist, its books, records and other information carriers shall be kept for the period prescribed by law by the person
designated for that purpose in the resolution of the General Meeting to dissolve the Company. Where the General Meeting has not designated such a
person, the liquidators shall do so.
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VOORGESTELDE STATUTEN

MERUS N.V.

DEFINITIES EN INTERPRETATIE

Artikel 1
 

1.1 In deze statuten gelden de volgende definities:
 

Algemene Vergadering  De algemene vergadering van aandeelhouders van de Vennootschap.

Artikel  Een artikel van deze statuten.

Bestuur  Het bestuur van de Vennootschap.

Bestuurder  Een lid van het Bestuur.

Bestuursreglement  Het reglement van het Bestuur, zoals vastgesteld door het Bestuur.

BW  Het Nederlandse Burgerlijk Wetboek.

CEO  De chief executive officer van de Vennootschap.

Dochtermaatschappij  Een dochtermaatschappij van de Vennootschap zoals bedoeld in artikel 2:24a BW, waaronder begrepen:

 

a.

  

een rechtspersoon waarin de Vennootschap of een of meer van haar Dochtermaatschappijen, al dan niet
krachtens overeenkomst met andere stemgerechtigden, alleen of samen meer dan de helft van de
stemrechten in de algemene vergadering kunnen uitoefenen; en

 

b.

  

een rechtspersoon waarvan de Vennootschap of een of meer van haar Dochtermaatschappijen lid of
aandeelhouder zijn en, al dan niet krachtens overeenkomst met andere stemgerechtigden, alleen of samen
meer dan de helft van de bestuurders of van de commissarissen kunnen benoemen of ontslaan, ook indien
alle stemgerechtigden stemmen.

EURIBOR

 

De EURIBOR rente, zoals bekendgemaakt door Thomson Reuters of door een ander door het Bestuur gekozen
instelling, voor leningen met een looptijd van drie, zes, negen of twaalf maanden, afhankelijk van welke rente
het hoogste rekenkundig gemiddelde kende
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over het betreffende boekjaar (of het betreffende deel daarvan) waarover de betreffende uitkering wordt gedaan,
doch nimmer minder dan nul procent.

Gevrijwaarde Functionaris
 

Een huidige of voormalige Bestuurder en een zodanige andere huidige of voormalige functionaris of
werknemer van de Vennootschap of haar Groepsmaatschappijen als aangewezen door het Bestuur.

Groepsmaatschappij
 

Een rechtspersoon of vennootschap waarmee de Vennootschap organisatorisch is verbonden in een
economische eenheid zoals bedoeld in artikel 2:24b BW.

Niet Uitvoerende Bestuurder  Een niet uitvoerende bestuurder.

Preferente Rente

 

Het rekenkundig gemiddelde, berekend over het boekjaar (of het betreffende deel daarvan) waarover een
uitkering op preferente aandelen wordt gedaan, van de betreffende EURIBOR rente, vermeerderd met een
marge van niet meer dan vijfhonderd basispunten (500bps) die steeds door het Bestuur zal worden bepaald
wanneer, of voordat, preferente aandelen worden uitgegeven zonder dat preferente aandelen reeds deel
uitmaken van het geplaatste kapitaal van de Vennootschap.

Preferente Uitkering
 

Een uitkering op de preferente aandelen ten bedrage van de Preferente Rente berekend over het totale bedrag
dat is gestort op die preferente aandelen, waarbij:

 

a.

  

enig bedrag dat op die preferente aandelen is gestort (waaronder begrepen als gevolg van een uitgifte van
preferente aandelen) tijdens het boekjaar (of het betreffende deel daarvan) waarover de uitkering wordt
gedaan slechts zal worden meegewogen naar evenredigheid van het aantal dagen dat is verstreken tijdens
dat boekjaar (of het betreffende deel daarvan) nadat de storting plaats vond op die preferente aandelen;

 

b.

  

enige vermindering van het totale bedrag dat op preferente aandelen is gestort tijdens een boekjaar (of het
betreffende deel daarvan) waarover de uitkering wordt gedaan slechts zal worden meegewogen naar
evenredigheid van het aantal dagen dat is verstreken tijdens dat boekjaar (of het betreffende deel daarvan)
totdat die vermindering plaats vond; en
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c.

  
indien de uitkering wordt gedaan over een deel van een boekjaar, het bedrag van de uitkering evenredig zal
zijn aan het aantal dagen dat is verstreken tijdens dat deel van het boekjaar.

Registratiedatum  De dag van registratie voor een Algemene Vergadering zoals bij wet bepaald.

Soortvergadering  De vergadering van houders van aandelen van een bepaalde soort.

Uitvoerende Bestuurder  Een uitvoerende Bestuurder.

Vennootschap  De vennootschap waarop deze statuten betrekking hebben.

Vergadergerechtigde
 

Een aandeelhouder, een vruchtgebruiker of pandhouder met stemrecht of een houder van met medewerking van
de Vennootschap uitgegeven certificaten van aandelen.

Vergaderrecht

 

Met betrekking tot de Vennootschap, de rechten die de wet toekent aan houders van met medewerking van een
vennootschap uitgegeven certificaten van aandelen, waaronder begrepen het recht om een Algemene
Vergadering bij te wonen en daarin het woord te voeren.

Volstrekte Meerderheid  Meer dan de helft van de uitgebrachte stemmen.

Voorzitter  De voorzitter van het Bestuur.
 

1.2 Tenzij de context anders vereist, zijn verwijzingen naar “aandelen” of “aandeelhouders” zonder nadere aanduiding naar aandelen van iedere soort
respectievelijk de houders daarvan.

 

1.3 Verwijzingen naar wettelijke bepalingen zijn naar die bepalingen zoals ze van tijd tot tijd zullen gelden.
 

1.4 In het enkelvoud gedefinieerde begrippen hebben een soortgelijke betekenis in het meervoud.
 

1.5 Woorden die een geslacht aanduiden omvatten ieder ander geslacht.
 

1.6 Tenzij de wet anders vereist, omvat het begrip “schriftelijk” het gebruik van elektronische communicatiemiddelen.
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NAAM EN STATUTAIRE ZETEL

Artikel 2
 

2.1 De Vennootschap is een naamloze vennootschap en is genaamd Merus N.V.
 

2.2 De Vennootschap heeft haar statutaire zetel te Utrecht.

DOELSOMSCHRIJVING

Artikel 3

De Vennootschap heeft ten doel:
 

a. het ontwikkelen van producten en diensten op het gebied van biotechnologie;
 

b. het financieren van Groepsmaatschappijen en derden;
 

c. het lenen, uitlenen en werven van gelden, waaronder begrepen het uitgeven van obligaties, schuldbrieven of andere financiële instrumenten of
waardepapieren, alsmede het aangaan van daarmee samenhangende overeenkomsten;

 

d. het verstrekken van adviezen en het verlenen van diensten aan Groepsmaatschappijen en derden;
 

e. het verstrekken van garanties, het verbinden van de Vennootschap, het stellen van zekerheden, het zich op andere wijze sterk maken en het zich
hoofdelijk of anderszins verbinden voor verplichtingen van Groepsmaatschappijen of derden;

 

f. het oprichten van, het op enigerlei wijze deelnemen in, het besturen van en het toezicht houden op deelnemingen in andere rechtspersonen,
(personen)vennootschappen en ondernemingen;

 

g. het verkrijgen, vervreemden, bezwaren, beheren en exploiteren van registergoederen en van goederen in het algemeen;
 

h. het verhandelen van valuta, effecten en goederen in het algemeen;
 

i. het ontwikkelen en verhandelen van patenten, merkrechten, licenties, know-how en andere rechten van industriële eigendom; en
 

j. het verrichten van alle soorten industriële, financiële en commerciële activiteiten, en al hetgeen met het vorenstaande verband houdt of daartoe
bevorderlijk kan zijn, alles in de ruimste zin van het woord.

AANDELEN - MAATSCHAPPELIJK KAPITAAL EN CERTIFICATEN

Artikel 4
 

4.1 Het maatschappelijk kapitaal van de Vennootschap bedraagt acht miljoen één honderd duizend euro (EUR 8.100.000).
 

4.2 Het maatschappelijk kapitaal is verdeeld in:
 

 a. vijfenveertig miljoen (45.000.000) gewone aandelen; en
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 b. vijfenveertig miljoen (45.000.000) preferente aandelen,

elk met een nominaal bedrag van negen eurocent (EUR 0,09).
 

4.3 Het Bestuur kan besluiten om een of meer aandelen te splitsen in een zodanig aantal onderaandelen als bepaald door het Bestuur. Tenzij anders
aangegeven, vinden de bepalingen van deze statuten over aandelen en aandeelhouders overeenkomstige toepassing op onderaandelen respectievelijk
de houders daarvan.

 

4.4 De Vennootschap mag haar medewerking verlenen aan een uitgifte van certificaten van aandelen in haar kapitaal.

AANDELEN - VORM VAN AANDELEN EN AANDEELHOUDERSREGISTER

Artikel 5
 

5.1 Alle aandelen luiden op naam, met dien verstande dat het Bestuur kan besluiten dat een of meer gewone aandelen aan toonder luiden,
vertegenwoordigd door aandeelbewijzen.

 

5.2 Het Bestuur is niet verplicht om een verzoek van een aandeelhouder te honoreren om een of meer van zijn aandelen op naam om te zetten in
aandelen aan toonder of omgekeerd. Indien het Bestuur besluit om een dergelijk verzoek te honoreren, worden de kosten van een dergelijke
omzetting in rekening gebracht bij de betreffende aandeelhouder.

 

5.3 Aandelen op naam zijn per soort doorlopend genummerd van 1 af.
 

5.4 Het Bestuur houdt een register waarin de namen en adressen van alle houders van aandelen op naam en alle houders van een recht van vruchtgebruik
of pandrecht op die aandelen zijn opgenomen. Het register vermeldt ook de andere gegevens die in het register moeten worden opgenomen op grond
van het toepasselijke recht. Een gedeelte van het register mag buiten Nederland gehouden worden ter voldoening aan de aldaar geldende wetgeving
of ingevolge beursvoorschriften.

 

5.5 Aandeelhouders, vruchtgebruikers en pandhouders van wie de gegevens in het register moeten worden opgenomen verschaffen het Bestuur tijdig de
nodige gegevens. De gevolgen van het niet of onjuist verschaffen van die gegevens zijn voor risico van de betreffende partij.

 

5.6 Alle kennisgevingen mogen aan aandeelhouders, vruchtgebruikers en pandhouders van wie de gegevens in het register moeten worden opgenomen
worden verzonden aan hun respectieve adressen zoals opgenomen in het register.

 

5.7 Indien het Bestuur heeft besloten dat een of meer gewone aandelen aan toonder luiden, zullen er aandeelbewijzen worden uitgegeven voor die
aandelen aan toonder in een door het Bestuur bepaalde vorm. Aandeelbewijzen kunnen een of meer aandelen aan toonder vertegenwoordigen. Ieder
aandeelbewijs wordt getekend door of namens een Bestuurder.

 

5.8 De houder van een bewijs van aandeel aan toonder kan de Vennootschap verzoeken hem een duplicaat te verstrekken van het verloren gegane
aandeelbewijs. De Vennootschap verstrekt een dergelijk duplicaat slechts:
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 a. indien de verzoekende partij kan aantonen, naar tevredenheid van het Bestuur, dat die partij inderdaad gerechtigd is om dat duplicaat te
ontvangen; en

 

 b. indien een periode van vier weken is verstreken na de bekendmaking van het verzoek op de website van de Vennootschap, zonder dat de
Vennootschap binnen die periode enig verzet tegen dat verzoek heeft ontvangen.

 

5.9 Indien de Vennootschap tijdig een verzet zoals bedoeld in Artikel 5.8 onderdeel b. ontvangt, zal de Vennootschap het duplicaat slechts aan de
verzoekende partij verstrekken nadat haar een kopie is verschaft van een bindend advies of gerechtelijk bevel om dat certificaat te verstrekken,
zonder dat de Vennootschap de bevoegdheid van de betreffende arbiters respectievelijk gerechtelijke instantie, of de geldigheid van dat bindend
advies respectievelijk bevel, hoeft te onderzoeken.

 

5.10 Nadat een duplicaat van een aandeelbewijs van een aandeel aan toonder door de Vennootschap is verstrekt, vervangt dat duplicaat het originele
aandeelbewijs en kunnen aan het aldus vervangen aandeelbewijs geen rechten meer worden ontleend.

AANDELEN - UITGIFTE

Artikel 6
 

6.1 De Vennootschap kan aandelen uitgeven ingevolge een besluit van de Algemene Vergadering of van een ander vennootschapsorgaan dat daartoe bij
besluit van de Algemene Vergadering voor een bepaalde duur van ten hoogste vijf jaren is aangewezen. Bij de aanwijzing moet zijn bepaald hoeveel
aandelen mogen worden uitgegeven. De aanwijzing kan telkens voor niet langer dan vijf jaren worden verlengd. Tenzij bij de aanwijzing anders is
bepaald, kan zij niet worden ingetrokken. Zolang en voor zover een ander vennootschapsorgaan bevoegd is te besluiten om aandelen uit te geven, is
de Algemene Vergadering daartoe niet bevoegd.

 

6.2 Artikel 6.1 is van overeenkomstige toepassing op het verlenen van rechten tot het nemen van aandelen, maar is niet van toepassing op het uitgeven
van aandelen aan iemand die een voordien reeds verkregen recht tot het nemen van aandelen uitoefent.

 

6.3 De Vennootschap mag geen eigen aandelen nemen.

AANDELEN - VOORKEURSRECHT

Artikel 7
 

7.1 Iedere houder van gewone aandelen heeft bij uitgifte van aandelen een voorkeursrecht naar evenredigheid van het gezamenlijke bedrag van zijn
gewone aandelen. Aan preferente aandelen is geen voorkeursrecht verbonden.
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7.2 In afwijking van Artikel 7.1 hebben houders van gewone aandelen geen voorkeursrecht op:
 

 a. preferente aandelen;
 

 b. aandelen die worden uitgegeven tegen inbreng anders dan in geld; of
 

 c. aandelen die worden uitgegeven aan werknemers van de Vennootschap of van een Groepsmaatschappij.
 

7.3 De Vennootschap kondigt de uitgifte met voorkeursrecht en het tijdvak waarin dat kan worden uitgeoefend, aan in de Staatscourant en in een
landelijk verspreid dagblad, tenzij alle aandelen op naam luiden en de aankondiging aan alle aandeelhouders schriftelijk geschiedt aan het door hen
opgegeven adres.

 

7.4 Het voorkeursrecht kan worden uitgeoefend gedurende ten minste twee weken na de dag van aankondiging in de Staatscourant of na de verzending
van de aankondiging aan de aandeelhouders.

 

7.5 Het voorkeursrecht kan worden beperkt of uitgesloten bij besluit van de Algemene Vergadering of van het aangewezen vennootschapsorgaan zoals
bedoeld in Artikel 6.1, indien dit vennootschapsorgaan daartoe bij besluit van de Algemene Vergadering voor een bepaalde duur van ten hoogste vijf
jaren is aangewezen. De aanwijzing kan telkens voor niet langer dan vijf jaren worden verlengd. Tenzij bij de aanwijzing anders is bepaald, kan zij
niet worden ingetrokken. Zolang en voor zover een ander vennootschapsorgaan bevoegd is te besluiten om het voorkeursrecht te beperken of uit te
sluiten, is de Algemene Vergadering daartoe niet bevoegd.

 

7.6 Voor een besluit van de Algemene Vergadering tot beperking of uitsluiting van het voorkeursrecht of tot aanwijzing zoals bedoeld in Artikel 7.5 is
een meerderheid van ten minste twee derden der uitgebrachte stemmen vereist, indien minder dan de helft van het geplaatste kapitaal in de
vergadering is vertegenwoordigd.

 

7.7 De voorgaande bepalingen van dit Artikel 7 zijn van overeenkomstige toepassing op het verlenen van rechten tot het nemen van aandelen, maar zijn
niet van toepassing op het uitgeven van aandelen aan iemand die een voordien reeds verkregen recht tot het nemen van aandelen uitoefent.

AANDELEN - STORTING

Artikel 8
 

8.1 Onverminderd het bepaalde in Artikel 8.2, moet bij het nemen van het aandeel daarop het nominale bedrag worden gestort alsmede, indien het
aandeel voor een hoger bedrag wordt genomen, het verschil tussen die bedragen. Bedongen kan worden dat een deel, ten hoogste drie vierden, van
het nominale bedrag van een preferent aandeel eerst behoeft te worden gestort nadat de Vennootschap het zal hebben opgevraagd. De Vennootschap
zal een redelijke termijn van ten minste een maand in acht nemen voor het opvragen van een dergelijke storting.
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8.2 Aan hen die zich in hun beroep belasten met het voor eigen rekening plaatsen van aandelen, is het toegestaan om bij overeenkomst op de door hen

genomen aandelen minder te storten dan het nominale bedrag, mits ten minste vierennegentig procent (94%) van dit bedrag uiterlijk bij het nemen
van de aandelen in geld wordt gestort.

 

8.3 Storting op een aandeel moet in geld geschieden voor zover niet een andere inbreng is overeengekomen.
 

8.4 Storting in een valuta anders dan in euro kan slechts geschieden met toestemming van de Vennootschap. Met een dergelijke storting wordt aan de
stortingsplicht voldaan voor het bedrag waartegen het gestorte bedrag vrijelijk in euro kan worden gewisseld. Onverminderd de laatste zin van
artikel 2:80a lid 3 BW, is de wisselkoers op de dag van de storting bepalend.

AANDELEN - STEUNVERBOD

Artikel 9
 

9.1 De Vennootschap mag niet, met het oog op het nemen of verkrijgen door anderen van aandelen in haar kapitaal of van certificaten daarvan,
zekerheid stellen, een koersgarantie geven, zich op andere wijze sterk maken of zich hoofdelijk of anderszins naast of voor anderen verbinden. Dit
verbod geldt ook voor Dochtermaatschappijen.

 

9.2 De Vennootschap en haar Dochtermaatschappijen mogen niet, met het oog op het nemen of verkrijgen door anderen van aandelen in het kapitaal van
de Vennootschap of van certificaten daarvan, leningen verstrekken, tenzij het Bestuur daartoe besluit en met inachtneming van artikel 2:98c BW.

 

9.3 De voorgaande bepalingen van dit Artikel 9 gelden niet, indien aandelen of certificaten van aandelen worden genomen of verkregen door of voor
werknemers in dienst van de Vennootschap of van een Groepsmaatschappij.

AANDELEN - VERKRIJGING VAN EIGEN AANDELEN

Artikel 10
 

10.1 Verkrijging door de Vennootschap van niet volgestorte aandelen in haar kapitaal is nietig.
 

10.2 Volgestorte eigen aandelen mag de Vennootschap slechts verkrijgen om niet of indien en voor zover de Algemene Vergadering het Bestuur daartoe
heeft gemachtigd en overigens is voldaan aan de betreffende wettelijke vereisten van artikel 2:98 BW.

 

10.3 Een machtiging zoals bedoeld in Artikel 10.2 geldt voor ten hoogste achttien maanden. De Algemene Vergadering bepaalt in de machtiging hoeveel
aandelen mogen worden verkregen, hoe zij mogen worden verkregen en tussen welke grenzen de prijs moet liggen.
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De machtiging is niet vereist, voor de verkrijging door de Vennootschap van eigen gewone aandelen om, krachtens een voor hen geldende regeling,
over te dragen aan werknemers in dienst van de Vennootschap of van een Groepsmaatschappij, mits die gewone aandelen zijn opgenomen in de
prijscourant van een beurs.

 

10.4 Onverminderd het bepaalde in de Artikelen 10.1 tot en met 10.3, mag de Vennootschap eigen aandelen verkrijgen tegen betaling in geld of in natura.
Ingeval van betaling in natura, dient de waarde daarvan, zoals bepaald door het Bestuur, binnen de door de Algemene Vergadering bepaalde grenzen
te liggen zoals bedoeld in Artikel 10.3.

 

10.5 De voorgaande bepalingen van dit Artikel 10 gelden niet voor aandelen die de Vennootschap onder algemene titel verkrijgt.
 

10.6 Onder het begrip aandelen in dit Artikel 10 zijn certificaten daarvan begrepen.

AANDELEN - KAPITAALVERMINDERING

Artikel 11
 

11.1 De Algemene Vergadering kan besluiten tot vermindering van het geplaatste kapitaal van de Vennootschap door intrekking van aandelen of door het
bedrag van aandelen bij statutenwijziging te verminderen. In dit besluit moeten de aandelen waarop het besluit betrekking heeft, worden
aangewezen en moet de uitvoering van het besluit zijn geregeld.

 

11.2 Een besluit tot intrekking van aandelen kan slechts betreffen:
 

 a. aandelen die de Vennootschap zelf houdt of waarvan zij de certificaten houdt; en
 

 
b. alle preferente aandelen met terugbetaling van de daarop gestorte bedragen, mits onmiddellijk voorafgaand aan het van kracht worden van

die intrekking op die preferente aandelen, voor zover toegestaan onder de Artikelen 30.1 en 30.2, een uitkering wordt gedaan naar
evenredigheid van de op die preferente aandelen gestorte bedragen, voor een totaalbedrag gelijk aan:

 

 i. het totaal van alle Preferente Uitkeringen (of delen daarvan) over de boekjaren voorafgaand aan het boekjaar waarin de intrekking
geschiedt, voor zover die uitgekeerd hadden moeten worden, maar nog niet uitgekeerd zijn, zoals omschreven in Artikel 32.1; en

 

 ii. de Preferente Uitkering berekend met betrekking tot het deel van het boekjaar waarin de intrekking geschiedt, voor het aantal
dagen dat tijdens dat deel van het boekjaar is verstreken.

 

11.3 Voor een besluit van de Algemene Vergadering tot kapitaalvermindering is een meerderheid van ten minste twee derden der uitgebrachte stemmen
vereist, indien minder dan de helft van het geplaatste kapitaal in de vergadering is vertegenwoordigd.

 

11.4 Indien een besluit van de Algemene Vergadering tot kapitaalvermindering betrekking heeft op preferente aandelen, is voor dat besluit altijd een
voorafgaand of gelijktijdig goedkeurend besluit vereist van de Soortvergadering van preferente aandelen.
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AANDELEN - VEREISTEN VOOR UITGIFTE EN LEVERING

Artikel 12
 

12.1 Tenzij Nederlands recht anders bepaalt of toelaat, is voor de uitgifte of levering van een aandeel vereist een daartoe bestemde akte alsmede, in geval
van een levering en behoudens in het geval dat de Vennootschap zelf bij die rechtshandeling partij is, schriftelijke erkenning door de Vennootschap
van de levering.

 

12.2 De erkenning geschiedt in de akte, of anderszins zoals wettelijk bepaald.
 

12.3 Zolang gewone aandelen zijn toegelaten tot de handel op de New York Stock Exchange, de NASDAQ Stock Market of een andere gereglementeerde
effectenbeurs die in de Verenigde Staten van Amerika wordt geëxploiteerd, wordt het goederenrechtelijke regime van de gewone aandelen die zijn
opgenomen in het register dat door de betreffende transfer agent wordt bijgehouden, beheerst door het recht van de Staat New York, Verenigde
Staten van Amerika.

AANDELEN - VRUCHTGEBRUIK EN PANDRECHT

Artikel 13
 

13.1 Op aandelen kan een vruchtgebruik of pandrecht worden gevestigd. De vestiging van een pandrecht op preferente aandelen vereist de voorafgaande
goedkeuring van het Bestuur.

 

13.2 De betreffende aandeelhouder heeft het stemrecht op de aandelen waarop een vruchtgebruik of pandrecht is gevestigd.
 

13.3 In afwijking van Artikel 13.2:
 

 a. komt het stemrecht toe aan de vruchtgebruiker of pandhouder van gewone aandelen, indien zulks bij de vestiging van het vruchtgebruik of
pandrecht is bepaald; en

 

 b. komt het stemrecht toe aan de vruchtgebruiker of pandhouder van preferente aandelen, indien zulks bij de vestiging van het vruchtgebruik
of pandrecht is bepaald en de bepaling is goedgekeurd door het Bestuur.

 

13.4 Aandeelhouders die geen stemrecht hebben en vruchtgebruikers en pandhouders die stemrecht hebben, hebben Vergaderrecht. De vruchtgebruiker en
pandhouder die geen stemrecht heeft, heeft geen Vergaderrecht.
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AANDELEN - BLOKKERINGSREGELING

Artikel 14
 

14.1 Een overdracht van preferente aandelen vereist de voorafgaande goedkeuring van het Bestuur. Een aandeelhouder die preferente aandelen wil
overdragen dient eerst het Bestuur om goedkeuring te verzoeken. Een overdracht van gewone aandelen is niet onderhevig aan deze statutaire
blokkeringsregeling.

 

14.2 Een overdracht van de preferente aandelen waarop het verzoek tot goedkeuring betrekking heeft, dient plaats te vinden binnen drie maanden nadat
de goedkeuring door het Bestuur is verleend of wordt geacht te zijn verleend op grond van Artikel 14.3.

 

14.3 De goedkeuring wordt geacht door het Bestuur te zijn verleend:
 

 a. indien het Bestuur geen besluit heeft genomen om de goedkeuring te verlenen of te weigeren binnen drie maanden nadat de Vennootschap
het verzoek tot goedkeuring heeft ontvangen; of

 

 b. indien het Bestuur, bij het weigeren van de goedkeuring, geen opgave doet aan de verzoekende aandeelhouder van de identiteit van een of
meer gegadigden die bereid zijn de betreffende preferente aandelen te kopen.

 

14.4 Indien het Bestuur de goedkeuring weigert en opgave doet aan de verzoekende aandeelhouder van de identiteit van een of meer gegadigden, dient de
verzoekende aandeelhouder het Bestuur binnen twee weken na ontvangst van die opgave te informeren of:

 

 a. hij zijn verzoek tot goedkeuring intrekt, in welk geval de verzoekende aandeelhouder de betreffende preferente aandelen niet kan
overdragen; of

 

 b. hij de gegadigde(n) accepteert, in welk geval de verzoekende aandeelhouder onverwijld in onderhandelingen zal treden met de
gegadigde(n) over de voor de betreffende preferente aandelen te betalen prijs.

Indien de verzoekende aandeelhouder het Bestuur niet tijdig informeert omtrent zijn keuze, wordt hij geacht zijn verzoek tot goedkeuring te hebben
ingetrokken, in welk geval de verzoekende aandeelhouder de betreffende preferente aandelen niet kan overdragen.

 

14.5 Indien overeenstemming wordt bereikt in de onderhandelingen bedoeld in Artikel 14.4 onderdeel b. binnen twee weken na het einde van de periode
bedoeld in Artikel 14.4, worden de betreffende preferente aandelen binnen drie maanden nadat overeenstemming werd bereikt, overgedragen tegen
de overeengekomen prijs. Indien niet tijdig overeenstemming wordt bereikt in deze onderhandelingen:

 

 a. zal de verzoekende aandeelhouder het Bestuur daarvan onverwijld kennis geven; en
 

 b. zal de voor de betreffende preferente aandelen te betalen prijs gelijk zijn aan de waarde daarvan, zoals vastgesteld door een of meer
onafhankelijke deskundigen die door de verzoekende aandeelhouder en de gegadigde(n) in onderlinge overeenstemming worden benoemd.
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14.6 Indien geen overeenstemming wordt bereikt over de benoeming van de onafhankelijke deskundige(n) zoals bedoeld in Artikel 14.5 onderdeel b.

binnen twee weken na het einde van de periode bedoeld in Artikel 14.5:
 

 a. zal de verzoekende aandeelhouder het Bestuur daarvan onverwijld kennis geven; en
 

 
b. zal de verzoekende aandeelhouder de voorzitter van de rechtbank van het arrondissement waar de Vennootschap haar statutaire zetel heeft

onverwijld verzoeken om drie onafhankelijke deskundigen te benoemen om de waarde van de betreffende preferente aandelen vast te
stellen.

 

14.7 Indien en wanneer de waarde van de betreffende preferente aandelen is vastgesteld door de onafhankelijke deskundige(n), ongeacht of hij/zij in
onderlinge overeenstemming of door de president van de betreffende rechtbank is/zijn benoemd, zal de verzoekende aandeelhouder het Bestuur
onverwijld kennis geven van de aldus vastgestelde waarde. Het Bestuur zal vervolgens de gegadigde(n) onverwijld kennis geven van die waarde,
waarna de/iedere gegadigde zich terug mag trekken uit de verkoopprocedure door daarvan binnen twee weken kennis te geven aan het Bestuur.

 

14.8 Indien een gegadigde zich terugtrekt uit de verkoopprocedure overeenkomstig Artikel 14.7, zal het Bestuur:
 

 a. daarvan onverwijld kennis geven aan de verzoekende aandeelhouder en de andere gegadigde(n), voor zover die er zijn; en
 

 

b. de/iedere andere gegadigde, voor zover die er zijn, de gelegenheid bieden om binnen twee weken kennis te geven aan het Bestuur en de
verzoekende aandeelhouder van zijn bereidheid om de betreffende als gevolg van de terugtrekking vrijgekomen preferente aandelen te
kopen tegen de door de onafhankelijke deskundige(n) vastgestelde prijs (waarbij het Bestuur bevoegd is om, te zijner discretie, de
verdeling van die preferente aandelen tussen dergelijke bereidwillige gegadigde(n) te bepalen).

 

14.9 Indien aan het Bestuur is gebleken dat alle betreffende preferente aandelen kunnen worden overgedragen aan een of meer gegadigden tegen de door
de onafhankelijke deskundige(n) vastgestelde prijs, zal het Bestuur daarvan onverwijld kennis geven aan de verzoekende aandeelhouder en de
betreffende gegadigde(n). Binnen drie maanden na verzending van die kennisgeving dient de overdracht van de betreffende preferente aandelen te
geschieden.

 

14.10 Indien aan het Bestuur is gebleken dat alle betreffende preferente aandelen niet kunnen worden overgedragen aan een of meer gegadigden tegen de
door de onafhankelijke deskundige(n) vastgestelde prijs:

 

 a. zal het Bestuur daarvan onverwijld kennis geven aan de verzoekende aandeelhouder; en
 

 b. mag de verzoekende aandeelhouder alle betreffende preferente aandelen vrijelijk overdragen, mits die overdracht geschiedt binnen drie
maanden na ontvangst van de kennisgeving bedoeld in onderdeel a.
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14.11 De Vennootschap kan slechts met instemming van de verzoekende aandeelhouder gegadigde zijn onder dit Artikel 14.
 

14.12 Alle kennisgevingen op grond van dit Artikel 14 geschieden schriftelijk.
 

14.13 De voorgaande bepalingen van dit Artikel 14 gelden niet:
 

 a. voor zover een aandeelhouder krachtens de wet tot overdracht van preferente aandelen aan een eerdere houder verplicht is;
 

 b. ingeval van een overdracht ter uitwinning van een pandrecht op grond van artikel 3:248 BW juncto artikel 3:250 of 3:251 BW; of
 

 c. ingeval van een overdracht aan de Vennootschap, behoudens het geval dat de Vennootschap handelt als gegadigde op grond van Artikel
14.11.

 

14.14 Dit Artikel 14 is van overeenkomstige toepassing ingeval van een overdracht van rechten tot het nemen van preferente aandelen.

BESTUUR - SAMENSTELLING

Artikel 15
 

15.1 De Vennootschap heeft een Bestuur dat bestaat uit:
 

 a. een of meer Uitvoerende Bestuurders die voornamelijk belast is/zijn met de dagelijkse gang van zaken van de Vennootschap; en
 

 b. een of meer Niet Uitvoerende Bestuurders die voornamelijk belast is/zijn met het houden van toezicht op de taakuitoefening door de
Bestuurders.

Het Bestuur bestaat uit natuurlijke personen.

Het Bestuur bepaalt het aantal Uitvoerende Bestuurders en het aantal Niet Uitvoerende Bestuurders.
 

15.3 Het Bestuur benoemt een Uitvoerende Bestuurder als de CEO. Het Bestuur kan de CEO ontslaan, met dien verstande dat de aldus ontslagen CEO
vervolgens zijn termijn als Uitvoerende Bestuurder voortzet zonder de titel van CEO te hebben.

 

15.4 Het Bestuur benoemt een Niet Uitvoerende Bestuurder als de Voorzitter. Het Bestuur kan de Voorzitter ontslaan, met dien verstande dat de aldus
ontslagen Voorzitter vervolgens zijn termijn als Niet Uitvoerende Bestuurder voortzet zonder de titel van Voorzitter te hebben.

 

15.5 Ingeval van ontstentenis of belet van een Bestuurder, kan hij tijdelijk worden vervangen door een daartoe door het Bestuur aangewezen persoon en,
tot dat moment, is/zijn de overige Bestuurder(s) belast met het bestuur van de Vennootschap. Ingeval van
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ontstentenis of belet van alle Bestuurders, komt het bestuur van de Vennootschap toe aan de persoon die meest recentelijk ophield in functie te zijn
als de CEO. Als die voormalige CEO niet bereid of in staat is om die functie te accepteren, komt het bestuur van de Vennootschap toe aan de
persoon die meest recentelijk ophield in functie te zijn als de Voorzitter. Indien die voormalige Voorzitter evenmin bereid of in staat is om die functie
te accepteren, komt het bestuur van de Vennootschap toe aan een of meer daartoe door de Algemene Vergadering aangewezen personen. Degene(n)
die aldus met het bestuur van de Vennootschap is/zijn belast, kan/kunnen een of meer andere personen aanwijzen als zijnde belast met het bestuur
van de Vennootschap samen met, of in plaats van, die perso(o)n(en).

 

15.6 Een Bestuurder wordt geacht belet te zijn zoals bedoeld in Artikel 15.5:
 

 
a. gedurende een periode waarin de Vennootschap niet in staat is geweest om met hem in contact te komen (waaronder begrepen als gevolg

van ziekte), mits die periode langer duurt dan vijf opeenvolgende dagen (of een andere door het Bestuur op basis van de omstandigheden
van het geval te bepalen periode);

 

 b. tijdens zijn schorsing; of
 

 c. in de beraadslaging en besluitvorming van het Bestuur over onderwerpen waarvan hij verklaard heeft, of waarvan het Bestuur vastgesteld
heeft, dat hij een tegenstrijdig belang heeft zoals bedoeld in Artikel 18.7.

BESTUUR - BENOEMING, SCHORSING EN ONTSLAG

Artikel 16
 

16.1 De Algemene Vergadering benoemt de Bestuurders en kan een Bestuurder te allen tijde schorsen of ontslaan. Voorts is het Bestuur bevoegd iedere
Uitvoerende Bestuurder te allen tijde te schorsen.

 

16.2 De benoeming van een Bestuurder door de Algemene Vergadering geschiedt uitsluitend op voordracht van het Bestuur. De Algemene Vergadering
kan echter aan zodanige voordracht steeds het bindend karakter ontnemen bij een besluit genomen met twee derden van de uitgebrachte stemmen,
die meer dan de helft van het geplaatste kapitaal vertegenwoordigen. Indien het bindend karakter aan een voordracht wordt ontnomen doet het
Bestuur een nieuwe voordracht. Indien de voordracht één kandidaat voor een te vervullen plaats bevat, heeft een besluit over de voordracht tot
gevolg dat de kandidaat is benoemd, tenzij het bindend karakter aan de voordracht wordt ontnomen. Een nieuwe vergadering zoals bedoeld in artikel
2:120 lid 3 BW kan niet worden bijeengeroepen.

 

16.3 In een Algemene Vergadering kan een besluit tot benoeming van een Bestuurder slechts worden genomen met betrekking tot kandidaten van wie de
namen daartoe zijn opgenomen in de agenda voor die Algemene Vergadering of in de toelichting daarop.

 

16.4 Bij de benoeming van een Bestuurder, bepaalt de Algemene Vergadering of hij wordt benoemd tot Uitvoerende Bestuurder onderscheidenlijk Niet
Uitvoerende Bestuurder.
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16.5 Een besluit van de Algemene Vergadering tot schorsing of ontslag van een Bestuurder vereist een meerderheid van ten minste twee derden van de

uitgebrachte stemmen, die meer dan de helft van het geplaatste kapitaal vertegenwoordigen, tenzij het besluit wordt genomen op voorstel van het
Bestuur. Een nieuwe vergadering zoals bedoeld in artikel 2:120 lid 3 BW kan niet worden bijeengeroepen.

 

16.6 Indien een Bestuurder wordt geschorst en de Algemene Vergadering niet binnen drie maanden na de datum van die schorsing besluit om hem te
ontslaan, eindigt de schorsing.

BESTUUR - TAKEN EN ORGANISATIE

Artikel 17
 

17.1 Behoudens beperkingen volgens deze statuten is het Bestuur belast met het besturen van de Vennootschap. Bij de vervulling van hun taak richten de
Bestuurders zich naar het belang van de Vennootschap en de met haar verbonden onderneming.

 

17.2 Het Bestuur stelt een Bestuursreglement op met betrekking tot zijn organisatie, besluitvorming en andere interne zaken, met inachtneming van deze
statuten. Bij de vervulling van hun taak handelen de Bestuurders overeenkomstig het Bestuursreglement.

 

17.3 De Bestuurders kunnen bij of krachtens het Bestuursreglement of anderszins op grond van besluitvorming van het Bestuur hun taken onderling
verdelen, met dien verstande dat:

 

 a. de Uitvoerende Bestuurders belast zijn met de dagelijkse gang van zaken van de Vennootschap;
 

 b. de taak om toezicht te houden op de taakuitoefening door Bestuurders niet door een taakverdeling kan worden ontnomen aan de Niet
Uitvoerende Bestuurders;

 

 c. de Voorzitter een Niet Uitvoerende Bestuurder moet zijn; en
 

 d. het doen van voordrachten voor benoeming van een Bestuurder en het vaststellen van de bezoldiging van de Uitvoerende Bestuurders niet
aan een Uitvoerende Bestuurder kan worden toebedeeld.

 

17.4 Het Bestuur kan schriftelijk bepalen, bij of krachtens het Bestuursreglement of anderszins op grond van besluitvorming van het Bestuur, dat een of
meer Bestuurders rechtsgeldig kunnen besluiten omtrent zaken die tot zijn respectievelijk hun taak behoren.

 

17.5 Het Bestuur stelt de commissies in die de Vennootschap verplicht is te hebben en voorts zodanige commissies als het Bestuur passend acht. Het
Bestuur stelt reglementen op (en/of stelt regels vast in het Bestuursreglement) met betrekking tot de organisatie, besluitvorming en andere interne
zaken betreffende zijn commissies.

 

17.6 Het Bestuur kan de rechtshandelingen zoals bedoeld in artikel 2:94 lid 1 BW verrichten zonder voorafgaande goedkeuring van de Algemene
Vergadering.
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BESTUUR - BESLUITVORMING

Artikel 18
 

18.1 Onverminderd het bepaalde in Artikel 18.5, heeft iedere Bestuurder een stem in de besluitvorming van het Bestuur.
 

18.2 Een Bestuurder kan voor de beraadslaging en besluitvorming van het Bestuur worden vertegenwoordigd door een andere Bestuurder die daartoe een
schriftelijke volmacht heeft.

 

18.3 Besluiten van het Bestuur en besluiten van de groep Niet Uitvoerende Bestuurders worden, ongeacht of dit in een vergadering of anderszins
geschiedt, met Volstrekte Meerderheid genomen tenzij het Bestuursreglement anders bepaalt.

 

18.4 Ongeldige stemmen, blanco stemmen en stemonthoudingen worden geacht niet te zijn uitgebracht.
 

18.5 Ingeval van een staking van stemmen in het Bestuur, heeft de Voorzitter een doorslaggevende stem, mits er ten minste drie Bestuurders in functie
zijn. In andere gevallen komt het betreffende besluit niet tot stand.

 

18.6 De Uitvoerende Bestuurders nemen niet deel aan de besluitvorming over het vaststellen van de bezoldiging van Uitvoerende Bestuurders.
 

18.7 Een Bestuurder neemt niet deel aan de beraadslaging en besluitvorming van het Bestuur indien hij daarbij een direct of indirect persoonlijk belang
heeft dat tegenstrijdig is met het belang van de Vennootschap en de met haar verbonden onderneming. Wanneer hierdoor geen besluit door het
Bestuur kan worden genomen, kan het besluit niettemin worden genomen door het Bestuur alsof geen van de Bestuurders een tegenstrijdig belang
heeft zoals bedoeld in de vorige volzin.

 

18.8 Vergaderingen van het Bestuur kunnen middels audio-communicatiefaciliteiten worden gehouden tenzij een Bestuurder daartegen bezwaar maakt.
 

18.9 Besluiten van het Bestuur kunnen, in plaats van in een vergadering, schriftelijk worden genomen, mits alle Bestuurders bekend zijn met het te
nemen besluit en geen van hen tegen deze wijze van besluitvorming bezwaar maakt. De Artikelen 18.1 tot en met 18.7 zijn van overeenkomstige
toepassing.

 

18.10 Aan de goedkeuring van de Algemene Vergadering zijn onderworpen de besluiten van het Bestuur omtrent een belangrijke verandering van de
identiteit of het karakter van de Vennootschap of de onderneming, waaronder in ieder geval:

 

 a. overdracht van de onderneming of vrijwel de gehele onderneming aan een derde;
 

 
b. het aangaan of verbreken van duurzame samenwerking van de Vennootschap of een Dochtermaatschappij met een andere rechtspersoon of

vennootschap dan wel als volledig aansprakelijke vennote in een commanditaire vennootschap of vennootschap onder firma, indien deze
samenwerking of verbreking van ingrijpende betekenis is voor de Vennootschap; en

 

 
c. het nemen of afstoten van een deelneming in het kapitaal van een vennootschap ter waarde van ten minste een derde van het bedrag van de

activa volgens de balans met toelichting of, indien de Vennootschap een geconsolideerde balans opstelt, volgens de geconsolideerde balans
met toelichting volgens de laatst vastgestelde jaarrekening van de Vennootschap, door haar of een Dochtermaatschappij.
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18.11 Het ontbreken van de goedkeuring van de Algemene Vergadering op een besluit als bedoeld in Artikel 18.10 leidt tot nietigheid van het betreffende

besluit op grond van artikel 2:14 lid 1 BW, maar tast de vertegenwoordigingsbevoegdheid van het Bestuur of de Bestuurders niet aan.

BESTUUR - BEZOLDIGING

Artikel 19
 

19.1 Het beleid op het terrein van bezoldiging van het Bestuur wordt vastgesteld door de Algemene Vergadering met inachtneming van de relevante
wettelijke vereisten.

 

19.2 De bezoldiging van Bestuurders wordt, met inachtneming van het beleid bedoeld in Artikel 19.1, vastgesteld door het Bestuur.
 

19.3 Het Bestuur legt ten aanzien van regelingen in de vorm van aandelen of rechten tot het nemen van aandelen een voorstel ter goedkeuring voor aan de
Algemene Vergadering. In het voorstel moet ten minste zijn bepaald hoeveel aandelen of rechten tot het nemen van aandelen aan het Bestuur mogen
worden toegekend en welke criteria gelden voor toekenning of wijziging. Het ontbreken van de goedkeuring van de Algemene Vergadering tast de
vertegenwoordigingsbevoegdheid niet aan.

BESTUUR - VERTEGENWOORDIGING

Artikel 20
 

20.1 Het Bestuur vertegenwoordigt de Vennootschap.
 

20.2 De bevoegdheid tot vertegenwoordiging van de Vennootschap komt mede toe aan de CEO zelfstandig, alsmede aan iedere andere twee gezamenlijk
handelende Uitvoerende Bestuurders.

 

20.3 De Vennootschap kan volmachten verlenen om de Vennootschap te vertegenwoordigen en de inhoud van die volmachten bepalen. Indien een
volmacht wordt verleend aan een natuurlijk persoon, kan het Bestuur die persoon een passende titel verlenen.
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VRIJWARING

Article 21
 

21.1 De Vennootschap zal iedere Gevrijwaarde Functionaris vrijwaren tegen en schadeloosstellen voor:
 

 a. alle door die Gevrijwaarde Functionaris geleden financiële verliezen of schade; en
 

 
b. alle in redelijkheid door die Gevrijwaarde Functionaris betaalde of opgelopen kosten in verband met een dreigende, hangende of afgelopen

rechtszaak, (rechts)vordering of juridische procedure van formele of informele, civiele, strafrechtelijke, bestuurlijke, opsporingsrechtelijk
of andersoortige aard waarin hij wordt betrokken,

voor zover zulks betrekking heeft op zijn huidige of voormalige functie bij de Vennootschap en/of een Groepsmaatschappij en steeds voor zover
maximaal toegelaten onder het toepasselijke recht.

 

21.2 Aan een Gevrijwaarde Functionaris komt geen vrijwaring toe:
 

 

a. indien een bevoegde rechtbank of arbitrage tribunaal heeft vastgesteld, zonder mogelijkheid tot instellen van hoger beroep, dat de
handelingen of omissies van die Gevrijwaarde Functionaris die hebben geleid tot de financiële verliezen, schade, kosten, rechtszaak,
(recht)vordering of juridische procedure zoals omschreven in Artikel 21.1 het gevolg zijn van onbehoorlijke taakvervulling als functionaris
van de Vennootschap, een onrechtmatige daad of een onwettige handeling;

 

 b. voor zover diens financiële verliezen, schade en kosten gedekt worden onder een verzekering en de betreffende verzekeraar die financiële
verliezen, schade en kosten heeft betaald of vergoed (of onherroepelijk heeft toegezegd dat te zullen doen); of

 

 
c. met betrekking tot procedures die door die Gevrijwaarde Functionaris tegen de Vennootschap worden ingesteld, behoudens procedures die

worden ingesteld teneinde vrijwaring te vorderen die hem toekomt op grond van deze statuten of een door het Bestuur goedgekeurde
overeenkomst tussen die Gevrijwaarde Functionaris en de Vennootschap.

 

21.3 Het Bestuur kan aanvullende voorwaarden, vereisten en beperkingen stellen aan de vrijwaring zoals bedoeld in Artikel 21.1.

ALGEMENE VERGADERING - OPROEPEN EN HOUDEN VAN VERGADERINGEN

Artikel 22
 

22.1 Jaarlijks wordt ten minste een Algemene Vergadering gehouden. Deze jaarlijkse Algemene Vergadering wordt gehouden binnen zes maanden na
afloop van het boekjaar van de Vennootschap.
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22.2 Een Algemene Vergadering wordt voorts gehouden:
 

 
a. binnen drie maanden nadat het voor het Bestuur aannemelijk is dat het eigen vermogen van de Vennootschap is gedaald tot een bedrag

gelijk aan of lager dan de helft van het gestorte en opgevraagde deel van het kapitaal, ter bespreking van zo nodig te nemen maatregelen;
en

 

 b. zo dikwijls als het Bestuur daartoe besluit.
 

22.3 Algemene Vergaderingen worden gehouden in de plaats waar de Vennootschap haar statutaire zetel heeft of in Amsterdam, ‘s-Gravenhage,
Rotterdam of Schiphol (Haarlemmermeer).

 

22.4 Indien het Bestuur in gebreke is gebleven een Algemene Vergadering zoals bedoeld in de Artikelen 22.1 of 22.2 onderdeel a. te doen houden, kan
iedere Vergadergerechtigde door de voorzieningenrechter van de rechtbank worden gemachtigd zelf daartoe over te gaan.

 

22.5 Een of meer Vergadergerechtigden die gezamenlijk ten minste het daartoe door de wet bepaalde gedeelte van het geplaatste kapitaal van de
Vennootschap, kunnen aan het Bestuur en schriftelijk en onder nauwkeurige opgave van de te behandelen onderwerpen het verzoek richten een
Algemene Vergadering bijeen te roepen. Indien het Bestuur niet de nodige maatregelen heeft getroffen, opdat de Algemene Vergadering binnen de
betreffende wettelijke periode na het verzoek kon worden gehouden, kunnen de verzoekende Vergadergerechtigde(n) door de voorzieningenrechter
van de rechtbank op zijn/hun verzoek worden gemachtigd tot de bijeenroeping van een Algemene Vergadering.

 

22.6 Een onderwerp, waarvan de behandeling schriftelijk is verzocht door een of meer Vergadergerechtigden die alleen of gezamenlijk ten minste het
daartoe door de wet bepaalde gedeelte van het geplaatste kapitaal van de Vennootschap, wordt opgenomen in de oproeping of op dezelfde wijze
aangekondigd indien de Vennootschap het met redenen omklede verzoek of een voorstel voor een besluit niet later dan op de zestigste dag voor die
van de Algemene Vergadering heeft ontvangen.

 

22.7 De oproeping van een Algemene Vergadering geschiedt met inachtneming van de betreffende wettelijke minimale oproepingstermijn.
 

22.8 Tot de Algemene Vergadering worden alle Vergadergerechtigden opgeroepen overeenkomstig het toepasselijke recht. De houders van aandelen op
naam kunnen worden opgeroepen tot de Algemene Vergadering door middel van oproepingsbrieven gericht aan de adressen van die aandeelhouders
overeenkomstig Artikel 5.6. De vorige volzin doet geen afbreuk aan de mogelijkheid om een oproeping langs elektronische weg toe te zenden
overeenkomstig artikel 2:113 lid 4 BW.
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ALGEMENE VERGADERING - PROCEDURELE REGELS

Artikel 23
 

23.1 De Algemene Vergadering wordt voorgezeten door een van de volgende personen, met inachtneming van de onderstaande volgorde:
 

 a. door de Voorzitter, indien er een Voorzitter is en hij aanwezig is op de Algemene Vergadering;
 

 b. door de CEO, indien er een CEO is en hij aanwezig is op de Algemene Vergadering;
 

 c. door een andere Bestuurder die door de op de Algemene Vergadering aanwezige Bestuurders uit hun midden wordt gekozen; of
 

 d. door een andere door de Algemene Vergadering aangewezen persoon.

De persoon die de Algemene Vergadering zou voorzitten op grond van de onderdelen a. tot en met d. kan een andere persoon aanwijzen om, in zijn
plaats, de Algemene Vergadering voor te zitten.

 

23.2 De voorzitter van de Algemene Vergadering wijst een andere op de Algemene Vergadering aanwezige persoon aan om als secretaris op te treden en
de verhandelingen op de Algemene Vergadering te notuleren. De notulen van een Algemene Vergadering worden vastgesteld door de voorzitter van
die Algemene Vergadering of door het Bestuur. Indien een proces-verbaal-akte van de verhandelingen wordt opgesteld door een notaris, hoeven er
geen notulen te worden opgesteld. Iedere Bestuurder kan opdracht geven aan een notaris om een dergelijke proces-verbaal-akte op te stellen op
kosten van de Vennootschap.

 

23.3 De voorzitter van de Algemene Vergadering beslist over de toelating tot de Algemene Vergadering van personen anders dan:
 

 a. de personen die Vergaderrecht hebben in die Algemene Vergadering, of hun gevolmachtigden; en
 

 b. zij die op andere gronden een wettelijk recht hebben om die Algemene Vergadering bij te wonen.
 

23.4 De houder van een schriftelijke volmacht van een Vergadergerechtigde die het recht heeft om een Algemene Vergadering bij te wonen, wordt slechts
tot die Algemene Vergadering toegelaten indien de volmacht door de voorzitter van die Algemene Vergadering aanvaardbaar wordt geacht.

 

23.5 De Vennootschap kan verlangen dat een persoon, voordat hij wordt toegelaten tot een Algemene Vergadering, zichzelf door middel van een geldig
paspoort of rijbewijs identificeert en/of wordt onderworpen aan zodanige veiligheidsmaatregelen als de Vennootschap onder de gegeven
omstandigheden passend acht. Aan personen die niet aan deze vereisten voldoen, mag de toegang tot de Algemene Vergadering worden geweigerd.

 

23.6 De voorzitter van de Algemene Vergadering heeft het recht om een persoon uit de Algemene Vergadering te zetten indien hij meent dat die persoon
het ordelijk verloop van de Algemene Vergadering verstoort.
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23.7 De Algemene Vergadering mag in een andere taal dan het Nederlands worden gevoerd indien daartoe wordt besloten door de voorzitter van de

Algemene Vergadering.
 

23.8 De voorzitter van de Algemene Vergadering mag de spreektijd van de op de Algemene Vergadering aanwezige personen, alsmede het aantal vragen
dat zij mogen stellen, beperken met het oog op het waarborgen van het ordelijk verloop van de Algemene Vergadering. Voorts mag de voorzitter van
de Algemene Vergadering de vergadering verdagen indien hij meent dat daarmee het ordelijk verloop van de Algemene Vergadering wordt
gewaarborgd.

ALGEMENE VERGADERING - UITOEFENING VAN VERGADER- EN STEMRECHT

Artikel 24
 

24.1 Iedere Vergadergerechtigde is bevoegd, in persoon of bij een schriftelijk gevolmachtigde, de Algemene Vergaderingen bij te wonen, daarin het
woord te voeren en, indien van toepassing, het stemrecht uit te oefenen. Houders van onderaandelen tezamen uitmakende het bedrag van een aandeel
van de betreffende soort oefenen deze rechten gezamenlijk uit, hetzij door een van hen, hetzij door een schriftelijk gevolmachtigde.

 

24.2 Het Bestuur kan besluiten dat iedere Vergadergerechtigde bevoegd is om, in persoon of bij een schriftelijk gevolmachtigde, door middel van een
elektronisch communicatiemiddel aan de Algemene Vergadering deel te nemen, daarin het woord te voeren en, indien van toepassing, het stemrecht
uit te oefenen. Voor de toepassing van de vorige volzin is vereist dat de Vergadergerechtigde via het elektronisch communicatiemiddel kan worden
geïdentificeerd, rechtstreeks kan kennisnemen van de verhandelingen op de Algemene Vergadering en, indien van toepassing, het stemrecht kan
uitoefenen. Het Bestuur kan voorwaarden stellen aan het gebruik van het elektronisch communicatiemiddel, mits deze voorwaarden redelijk en
noodzakelijk zijn voor de identificatie van de Vergadergerechtigde en de betrouwbaarheid en veiligheid van de communicatie. Dergelijke
voorwaarden worden bij de oproeping bekend gemaakt.

 

24.3 Voorts kan het Bestuur besluiten dat stemmen die voorafgaand aan de Algemene Vergadering via een elektronisch communicatiemiddel of bij brief
worden uitgebracht gelijk worden gesteld met stemmen die ten tijde van de Algemene Vergadering worden uitgebracht. Deze stemmen worden niet
eerder uitgebracht dan de Registratiedatum.

 

24.4 Voor de toepassing van de Artikelen 24.1 tot en met 24.3, hebben als stem- of Vergadergerechtigde te gelden zij die op de Registratiedatum die
rechten hebben en als zodanig zijn ingeschreven in een door het Bestuur aangewezen register, ongeacht wie ten tijde van de Algemene Vergadering
de rechthebbenden op de aandelen of certificaten zijn. Tenzij Nederlands recht anders vereist, is het Bestuur vrij om bij de oproeping tot een
Algemene Vergadering te bepalen of de vorige volzin van toepassing is.

 

24.5 Iedere Vergadergerechtigde dient de Vennootschap schriftelijk kennis te geven van zijn identiteit en van zijn voornemen om de Algemene
Vergadering bij te wonen. Deze
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kennisgeving moet door de Vennootschap uiterlijk op de zevende dag voor die van de Algemene Vergadering zijn ontvangen, tenzij bij de oproeping
van die Algemene Vergadering anders is bepaald. Aan Vergadergerechtigden die niet aan dit vereiste hebben voldaan, mag de toegang tot de
Algemene Vergadering worden geweigerd. Het Bestuur kan bij de oproeping van een Algemene Vergadering bepalen dat de voorgaande bepalingen
van dit Artikel 24.5 niet gelden voor de uitoefening van het Vergaderrecht en/of het stemrecht verbonden aan preferente aandelen in die Algemene
Vergadering.

ALGEMENE VERGADERING - BESLUITVORMING

Artikel 25
 

25.1 Ieder aandeel, ongeacht de soort, geeft het recht om één stem op de Algemene Vergadering uit te brengen. Onderaandelen van een bepaalde soort,
voor zover die er zijn, die tezamen het bedrag van een aandeel van die soort uitmaken worden met een zodanig aandeel gelijkgesteld.

 

25.2 Voor een aandeel dat toebehoort aan de Vennootschap of aan een Dochtermaatschappij kan in de Algemene Vergadering geen stem worden
uitgebracht; evenmin voor een aandeel waarvan een hunner de certificaten houdt. Vruchtgebruikers en pandhouders van aandelen die aan de
Vennootschap en haar Dochtermaatschappijen toebehoren, zijn evenwel niet van hun stemrecht uitgesloten, indien het vruchtgebruik of pandrecht
was gevestigd voordat het aandeel aan de Vennootschap of een Dochtermaatschappij toebehoorde. De Vennootschap of een Dochtermaatschappij
kan geen stem uitbrengen voor een aandeel waarop zij een recht van vruchtgebruik of een pandrecht heeft.

 

25.3 Tenzij een grotere meerderheid is voorgeschreven door de wet of deze statuten, worden alle besluiten van de Algemene Vergadering genomen met
Volstrekte Meerderheid.

 

25.4 Ongeldige stemmen, blanco stemmen en stemonthoudingen worden geacht niet te zijn uitgebracht. Bij de vaststelling in hoeverre het geplaatste
kapitaal vertegenwoordigd is op een Algemene Vergadering, worden aandelen waarop een ongeldige of blanco stem is uitgebracht en aandelen die
waarop een stem is onthouden wel meegerekend.

 

25.5 Ingeval van een staking van stemmen in de Algemene Vergadering, komt het betreffende besluit niet tot stand.
 

25.6 De voorzitter van de Algemene Vergadering bepaalt de wijze van stemmen en de stemprocedure op de Algemene Vergadering.
 

25.7 Het in de Algemene Vergadering uitgesproken oordeel van de voorzitter van die Algemene Vergadering omtrent de uitslag van een stemming is
beslissend. Wordt onmiddellijk na het uitspreken van het oordeel van de voorzitter de juistheid daarvan betwist, dan vindt een nieuwe stemming
plaats, indien de meerderheid van de Algemene Vergadering of, indien de oorspronkelijke stemming niet hoofdelijk of schriftelijk geschiedde, een
stemgerechtigde aanwezige dit verlangt. Door deze nieuwe stemming vervallen de rechtsgevolgen van de oorspronkelijke stemming.
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25.8 Het Bestuur houdt van de genomen besluiten aantekening. De aantekeningen liggen ten kantore van de Vennootschap ter inzage van de

Vergadergerechtigden. Aan ieder van dezen wordt desgevraagd afschrift of uittreksel van deze aantekeningen verstrekt tegen ten hoogste de
kostprijs.

 

25.9 De Bestuurders hebben als zodanig in de Algemene Vergaderingen een raadgevende stem.

ALGEMENE VERGADERING - BIJZONDERE BESLUITEN

Artikel 26
 

26.1 De Algemene Vergadering kan de volgende besluiten slechts nemen op voorstel van het Bestuur:
 

 a. de uitgifte van aandelen of het verlenen van rechten tot het nemen van aandelen;
 

 b. het beperken of uitsluiten van het voorkeursrecht;
 

 c. het doen van een aanwijzing of het verlenen van een machtiging zoals bedoeld in de Artikelen 6.1, 7.5 respectievelijk 10.2;
 

 d. het verminderen van het geplaatste kapitaal van de Vennootschap;
 

 e. het verlenen van een goedkeuring als bedoeld in Artikel 18.10;
 

 f. het doen van een uitkering ten laste van de winst of reserves van de Vennootschap op de gewone aandelen;
 

 g. het doen van een uitkering in de vorm van aandelen in het kapitaal van de Vennootschap of in natura, in plaats van in geld;
 

 h. het wijzigen van deze statuten;
 

 i. het aangaan van een fusie of splitsing;
 

 j. het geven van opdracht aan het Bestuur tot het doen van aangifte tot faillietverklaring van Vennootschap; en
 

 k. de ontbinding van de Vennootschap.
 

26.2 Voor de toepassing van Artikel 26.1, wordt een besluit niet geacht te zijn voorgesteld door het Bestuur indien dat besluit is opgenomen in de
oproeping of op dezelfde wijze is aangekondigd door of op verzoek van een of meer Vergadergerechtigden op grond van de Artikelen 22.5 en/of
22.6, tenzij het Bestuur uitdrukkelijk zijn steun aan dat besluit weergeeft in de agenda van de betreffende Algemene Vergadering of in de toelichting
daarop.
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SOORTVERGADERINGEN

Artikel 27
 

27.1 Een Soortvergadering wordt gehouden zo dikwijls als een besluit van die Soortvergadering vereist is door Nederlands recht of deze statuten en
overigens zo dikwijls als het Bestuur daartoe besluit.

 

27.2 Onverminderd het bepaalde in Artikel 27.1, zijn voor Soortvergaderingen van gewone aandelen de bepalingen omtrent het oproepen van, het
opstellen van de agenda voor, het houden van en de besluitvorming door de Algemene Vergadering van overeenkomstige toepassing.

 

27.3 Voor Soortvergaderingen van preferente aandelen gelden de volgende bepalingen:
 

 a. de Artikelen 22.3, 22.8, 23.3, 25.1, 25.2 tot en met 25.9 zijn van overeenkomstige toepassing;
 

 b. de oproeping tot een Soortvergadering geschiedt niet later dan op de achtste dag voor die van de vergadering;
 

 c. een Soortvergadering benoemt haar eigen voorzitter; en
 

 
d. indien de vereisten gesteld door deze statuten met betrekking tot de oproeping, de plaats of het opstellen van de agenda voor een

Soortvergadering niet zijn nageleefd, kunnen wettige besluiten niettemin worden genomen door die Soortvergadering met algemene
stemmen in een vergadering, waarin alle aandelen van de betreffende soort vertegenwoordigd zijn.

 

27.4 Houders van preferente aandelen kunnen schriftelijk besluiten nemen in plaats van in een vergadering, mits met algemene stemmen van alle
betrokken aandeelhouders. De stemmen kunnen langs elektronische weg worden uitgebracht.

VERSLAGGEVING - BOEKJAAR, JAARREKENING EN BESTUURSVERSLAG

Artikel 28
 

28.1 Het boekjaar van de Vennootschap is gelijk aan het kalenderjaar.
 

28.2 Jaarlijks binnen de betreffende wettelijke termijn maakt het Bestuur de jaarrekening en het bestuursverslag op en legt het deze voor de
aandeelhouders ter inzage ten kantore van de Vennootschap.

 

28.3 De jaarrekening wordt ondertekend door de Bestuurders. Ontbreekt de ondertekening van een of meer hunner, dan wordt daarvan onder opgave van
reden melding gemaakt.

 

28.4 De Vennootschap zorgt dat de opgemaakte jaarrekening, het bestuursverslag en de krachtens artikel 2:392 lid 1 BW toe te voegen gegevens vanaf de
oproep voor de Algemene Vergadering, bestemd tot hun behandeling, te haren kantore aanwezig zijn. De Vergadergerechtigden kunnen de stukken
aldaar inzien en er kosteloos een afschrift van verkrijgen.

 

28.5 De jaarrekening wordt vastgesteld door de Algemene Vergadering.
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VERSLAGGEVING - ACCOUNTANTSONDERZOEK

Artikel 29
 

29.1 De Algemene Vergadering verleent opdracht tot onderzoek van de jaarrekening aan een accountant zoals bedoeld in artikel 2:393 BW. Gaat de
Algemene Vergadering daartoe niet over, dan is het Bestuur bevoegd.

 

29.2 De opdracht kan worden ingetrokken door de Algemene Vergadering en, indien het Bestuur haar heeft verleend, door het Bestuur. De opdracht kan
enkel worden ingetrokken om gegronde redenen; daartoe behoort niet een meningsverschil over methoden van verslaggeving of
controlewerkzaamheden.

UITKERINGEN - ALGEMEEN

Artikel 30
 

30.1 Een uitkering kan slechts worden gedaan voor zover het eigen vermogen van de Vennootschap groter is dan het bedrag van het gestorte en
opgevraagde deel van haar kapitaal vermeerderd met de reserves die krachtens de wet moeten worden aangehouden.

 

30.2 Er is geen recht op uitkeringen verbonden aan preferente aandelen, anders dan zoals omschreven in de Artikelen 11.2, 32.1 en 33.3.
 

30.3 Uitkeringen worden gedaan naar evenredigheid van het totale nominale bedrag van de aandelen. In afwijking van de vorige volzin worden
uitkeringen op preferente aandelen (of aan de voormalige houders van preferente aandelen) gedaan naar evenredigheid van de op die preferente
aandelen gestorte (of voorheen gestorte) bedragen.

 

30.4 De gerechtigden tot een uitkering zijn de betreffende aandeelhouders, vruchtgebruikers en pandhouders, afhankelijk van de omstandigheden van het
geval, op een daartoe door het Bestuur te bepalen datum. Deze datum zal niet eerder zijn dan de datum waarop de uitkering wordt aangekondigd.

 

30.5 De Algemene Vergadering kan besluiten, met inachtneming van Artikel 26, dat een uitkering geheel of deels in de vorm van aandelen in het kapitaal
van de Vennootschap of in natura, in plaats van in geld, wordt gedaan.

 

30.6 Het Bestuur kan besluiten om een tussentijdse uitkering te doen, indien aan het vereiste van Artikel 30.1 is voldaan blijkens een tussentijdse
vermogensopstelling die is opgesteld overeenkomstig artikel 2:105 lid 4 BW en, indien het een tussentijdse winstuitkering betreft, met inachtneming
van de volgorde zoals omschreven in Artikel 32.1.

 

30.7 Een uitkering wordt betaalbaar gesteld op een door het Bestuur te bepalen datum en, indien het een uitkering in geld betreft, in een door het Bestuur
te bepalen valuta. Indien
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 het een uitkering in natura betreft, bepaalt het Bestuur welke waarde aan die uitkering wordt toegekend voor de boekhoudkundige verwerking
daarvan door de Vennootschap met inachtneming van het toepasselijke recht.

 

30.8 Een vordering tot betaling van een uitkering vervalt na verloop van vijf jaren nadat de uitkering betaalbaar werd gesteld.
 

30.9 Bij de berekening van het bedrag of de verdeling van een uitkering tellen de aandelen die de Vennootschap in haar kapitaal houdt niet mee. Aan de
Vennootschap wordt geen uitkering gedaan op door haar gehouden aandelen in haar kapitaal.

UITKERINGEN - RESERVES

Artikel 31
 

31.1 Alle door de Vennootschap aangehouden reserves zijn uitsluitend verbonden aan de gewone aandelen.
 

31.2 De Algemene Vergadering is bevoegd om te besluiten tot het doen van een uitkering ten laste van de reserves van de Vennootschap met
inachtneming van Artikel 26.

 

31.3 Onverminderd het bepaalde in de Artikelen 31.4 en 32.2, worden uitkeringen ten laste van een reserve uitsluitend gedaan op de soort aandelen
waaraan die reserve verbonden is.

 

31.4 Het Bestuur kan besluiten om op aandelen te storten bedragen ten laste te brengen van de reserves van de Vennootschap, ongeacht of die aandelen
worden uitgegeven aan bestaande aandeelhouders.

UITKERINGEN - WINST

Artikel 32
 

32.1 Met inachtneming van Artikel 30.1, wordt de winst die uit de jaarrekening van de Vennootschap over een boekjaar blijkt als volgt en in de
onderstaande volgorde aangewend:

 

 

a. voor zover preferente aandelen zijn ingetrokken zonder dat de uitkering omschreven in Artikel 11.2 onderdeel b. volledig is betaald en
zonder dat een dergelijk tekort vervolgens volledig is betaald zoals omschreven in dit Artikel 32.1 of Artikel 32.2, wordt een bedrag ter
grootte van een dergelijk (resterend) tekort uitgekeerd aan degene(n) die preferente aandelen hield(en) op het moment waarop die
intrekking van kracht werd;

 

 b. voor zover enige Preferente Uitkering (of enig deel daarvan) over voorgaande boekjaren nog niet volledig is betaald zoals omschreven in
dit Artikel 32.1 of Artikel 32.2, wordt een bedrag ter grootte van een dergelijk (resterend) tekort uitgekeerd op de preferente aandelen;
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 c. de Preferente Uitkering over het boekjaar waarop de jaarrekening betrekking heeft wordt uitgekeerd op de preferente aandelen;
 

 d. het Bestuur bepaalt welk deel van de resterende winst wordt toegevoegd aan de reserves van de Vennootschap; en
 

 e. met inachtneming van Artikel 26, staat de resterende winst ter beschikking van de Algemene Vergadering voor uitkering op de gewone
aandelen.

 

32.2 Voor zover de uitkeringen omschreven in Artikel 32.1 onderdelen a. tot en met c. (of enig deel daarvan) niet kunnen worden betaald uit de uit de
jaarrekening blijkende winst, wordt een dergelijk tekort uitgekeerd ten laste van de reserves van de Vennootschap met inachtneming van de
Artikelen 30.1 en 30.2.

 

32.3 Uitkering van winst geschiedt, met inachtneming van Artikel 30.1, na de vaststelling van de jaarrekening waaruit blijkt dat zij geoorloofd is.

ONTBINDING EN VEREFFENING

Artikel 33
 

33.1 Indien de Vennootschap wordt ontbonden, geschiedt de vereffening door het Bestuur, tenzij de Algemene Vergadering anders bepaalt.
 

33.2 Tijdens de vereffening blijven deze statuten zoveel mogelijk van kracht.
 

33.3 Voor zover enig vermogen resteert na de betaling van alle schulden van de Vennootschap, wordt dat vermogen als volgt en in de onderstaande
volgorde uitgekeerd:

 

 a. de op de preferente aandelen gestorte bedragen worden terugbetaald op die preferente aandelen;
 

 

b. voor zover preferente aandelen zijn ingetrokken zonder dat de uitkering omschreven in Artikel 11.2 onderdeel b. volledig is betaald en
zonder dat een dergelijk tekort vervolgens volledig is betaald zoals omschreven in de Artikelen 32.1 en 32.2, wordt een bedrag ter grootte
van een dergelijk (resterend) tekort uitgekeerd aan degene(n) die preferente aandelen hield(en) op het moment waarop die intrekking van
kracht werd;

 

 
c. voor zover enige Preferente Uitkering (of enig deel daarvan) over boekjaren voorafgaand aan de in onderdeel a. bedoelde uitkering nog niet

volledig is betaald zoals omschreven in de Artikelen 32.1 en 32.2, wordt een bedrag ter grootte van een dergelijk (resterend) tekort
uitgekeerd op de preferente aandelen;

 

 d. de Preferente Uitkering wordt uitgekeerd op de preferente aandelen, berekend over het deel van het boekjaar waarin de in onderdeel a.
bedoelde uitkering wordt gedaan, voor het aantal dagen dat reeds is verstreken gedurende dat deel van het boekjaar; en

 

 e. hetgeen van het vermogen resteert, wordt uitgekeerd aan de houders van gewone aandelen.
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33.4 Nadat de Vennootschap heeft opgehouden te bestaan, worden haar boeken, bescheiden en andere gegevensdragers bewaard gedurende de wettelijk

voorgeschreven termijn door degene die daartoe in het besluit van de Algemene Vergadering tot ontbinding van de Vennootschap is aangewezen.
Indien de Algemene Vergadering een dergelijke persoon niet heeft aangewezen, zullen de vereffenaars daartoe overgaan.



Exhibit 99.6

PROPOSED CHANGES TO THE ARTICLES OF ASSOCIATION OF MERUS N.V.
 

Article   Proposed changes
  

1.

  

•      Textual enhancements and improving consistency with Dutch law terminology.
 

•      Addition and revision of several definitions in order to improve reader-friendliness of the articles.
 

•      Proposal for increased flexibility:
 

•      Proposed scope of “Indemnified Officer” also includes other current or former officers or employees as designated by the board.
 

•      Proposed definition of “Preferred Interest Rate” refers to the “relevant” EURIBOR rate, instead of 12-month EURIBOR.
Typically, loans granted to a protective foundation carry interest based on 3-month or 6-month EURIBOR. The preferred interest
payable on the company’s preferred shares should mirror the interest payable by the protective foundation on its loan as much as
possible.

 

•      The definition of “Registration Date” refers back to applicable Dutch law, to avoid having to amend the articles in case of a change to
the statutory registration date for general meetings.

 

•      Addition of “interpretation” provisions (e.g., definitions in the singular have a similar meaning in the plural, words denoting a gender
include the other gender, etc.)

  

2.   •      No changes.
  

3.

  

•      Textual enhancements.
 

•      Minor additions to the corporate objectives to increase flexibility and avoid potential ultra vires (i.e., transgression of objects) when
performing relatively standard holding and financing activities.

  

4.

  

•      The authorized share capital could be increased in order to provide additional headroom for share issuances. Consistent with market
practice, the authorized share capital is proposed to be set at ~4.6x the issued share capital, divided between common shares and
preferred shares in a 50/50 ratio.

 

•      The current articles refer to the possibility of fractional shares. It is proposed to add a provision which explicitly grants the board the
authority to divide shares into fractional shares.

 

•      Presently, the company may not cooperate with the issuance of depository receipts. There is no reason for this restriction and it is
proposed to allow the company to provide such cooperation (e.g., in the context of an American Depository Receipt program).

  

5.
  

•      Textual enhancements, improving consistency with Dutch law terminology and changes to reflect the proposed governance change to a
one tier board.

  

6.   •      Textual enhancements and improving consistency with Dutch law terminology.



7.   •      Textual enhancements and improving consistency with Dutch law terminology.
  

8.   •      Textual enhancements and improving consistency with Dutch law terminology.
  

9.   •      Textual enhancements and changes to reflect the proposed governance change to a one tier board.
  

10.
  

•      Textual enhancements, improving consistency with Dutch law terminology and changes to reflect the proposed governance change to a
one tier board.

  

11.   •      Textual enhancements.
  

12.

  

•      The choice of law relating to the property law aspects of the company’s common shares made in connection with the IPO has been
published on the company’s website. It is proposed to include this choice of law also in the articles, consistent with market practice.
The choice of law facilitates settlement of trades in the company’s common shares, also outside the facilities of The Depository Trust
Company (or DTC), allowing shareholders to be registered directly in the transfer agent’s records as a shareholders, instead of holding
shares through DTC.

  

13.

  

•      Textual enhancements and improving consistency with Dutch law terminology.
 

•      It is proposed that the creation of a share pledge on preferred shares (by the protective foundation) be subject to board approval, giving
the company slightly more control if and when preferred shares would be issued (under the call option with the protective foundation)
and pledged as collateral for the protective foundation’s financing arrangements.

  

14.
  

•      It is proposed that the mechanics for a potential transfer of preferred shares (if and when issued) be enhanced in order to mechanics
more robust.

  

15.   •      Implementation of the one tier board.
  

16.   •      Textual enhancements and changes to reflect the proposed governance change to a one tier board.
  

17.   •      Textual enhancements and changes to reflect the proposed governance change to a one tier board.
  

18.

  

•      Textual enhancements and changes to reflect the proposed governance change to a one tier board.
 

•      It is proposed that the matters which currently require the approval of the supervisory board be removed from the articles, as the
non-executive directors (i.e., the equivalent of the supervisory directors in the new governance structure) will form an integral part of
the board and therefore can participate in the decision-making on matters which currently require the approval of the supervisory board.

  

19.
  

•      Textual enhancements, improving consistency with Dutch law terminology and changes to reflect the proposed governance change to a
one tier board.

  

20.

  

•      Changes to reflect the proposed governance change to a one tier board.
 

•      It is proposed that the CEO be individually authorized to represent the company, consistent with market practice.



21.

  

•      Textual enhancements and changes to reflect the proposed governance change to a one tier board.
 

•      It is proposed to include a carve-out from the indemnity offered under the articles. This carve-out relates to proceedings brought by an
indemnified officer against the company (except for proceedings to enforce the indemnity provisions under the articles). This is
intended to avoid the company having to fund potentially frivolous lawsuits by, for example, disgruntled former officers.

  

22.

  

•      Textual enhancements, improving consistency with Dutch law terminology and changes to reflect the proposed governance change to a
one tier board.

 

•      References to specific percentages of the company’s issued share capital in relation to requesting general meetings and putting items on
the agenda for a general meeting are replaced by the percentages provided by applicable Dutch law. The same applies for certain timing
aspects associated with these shareholder rights and for the procedures to convene general meetings. These changes are intended to
avoid having to amend the articles in case of a change to Dutch law with respect to these matters.

  

23.
  

•      Textual enhancements, improving consistency with Dutch law terminology and changes to reflect the proposed governance change to a
one tier board.

  

24.

  

•      Textual enhancements, improving consistency with Dutch law terminology and changes to reflect the proposed governance change to a
one tier board.

 

•      It is proposed to add a feature which would allow the board not to apply the registration date in respect of preferred shares. This would
allow the protective foundation to exercise its call option and vote preferred shares after the registration date for a general meeting,
thereby making the functioning of the protective structure more robust.

  

25.
  

•      Textual enhancements, improving consistency with Dutch law terminology and changes to reflect the proposed governance change to a
one tier board.

  

26.

  

•      Textual enhancements, improving consistency with Dutch law terminology and changes to reflect the proposed governance change to a
one tier board.

 

•      It is proposed to add a clarification that, if and when the board would be asked to put an item on the agenda by shareholders exercising
their statutory rights, this should not automatically be considered to be a matter which has been proposed at the initiative of (or which is
necessarily supported by) the board.

  

27.
  

•      Textual enhancements, improving consistency with Dutch law terminology and changes to reflect the proposed governance change to a
one tier board.

  

28.
  

•      Textual enhancements, improving consistency with Dutch law terminology and changes to reflect the proposed governance change to a
one tier board.

  

29.
  

•      Textual enhancements, improving consistency with Dutch law terminology and changes to reflect the proposed governance change to a
one tier board.

  

30.
  

•      Textual enhancements, improving consistency with Dutch law terminology and changes to reflect the proposed governance change to a
one tier board.



 

  

•     Certain provisions have been relocated for reasons of consistency (e.g., the provisions dealing with the authority to make distributions
from the company’s reserves and charging amounts against the reserves have been moved to the article which deals with the company’s
reserves).

  

31.

  

•     Textual enhancements, improving consistency with Dutch law terminology and changes to reflect the proposed governance change to a
one tier board.

 

•     Certain provisions have been relocated for reasons of consistency (see the explanation in relation to article 30).
  

32.

  

•     Textual enhancements, improving consistency with Dutch law terminology and changes to reflect the proposed governance change to a
one tier board.

 

•     Certain provisions have been relocated for reasons of consistency (see the explanation in relation to article 30).
  

33.

  

•     Textual enhancements, improving consistency with Dutch law terminology and changes to reflect the proposed governance change to a
one tier board.

 

•     Certain provisions have been relocated for reasons of consistency (see the explanation in relation to article 30).



Exhibit 99.7
 

REMUNERATION POLICY DIRECTORS

Introduction

This Remuneration Policy governs the compensation of the members of the Board of Directors (the “Board”) of Merus N.V. (the “Company”).

In this Remuneration Policy the following abbreviations have been used:
 
CC:   The Compensation Committee of the Board
STI:   Short term incentive
LTI:   Long term incentive

The compensation of the members of the Board (“Directors”) is determined by the Board with due observance of this Remuneration Policy, the Company’s
Articles of Association and Dutch law. Executive directors on the Board (“Executive Directors”) shall not participate in the decision-making concerning the
compensation of the Executive Directors. The CC has been established by the Board to assist in matters relating to, and to make proposals for, the
remuneration of the Directors. The CC shall prepare its proposals relating to the compensation of the Directors in accordance with this Remuneration Policy
and any such proposal shall cover the compensation structure, the amount of the fixed and variable compensation components, the performance criteria used,
the scenario analyses that have been carried out and the pay ratios within the Company and its business. When making a proposal relating to the
compensation of the Directors, the CC shall take note of their views with regard to the amount and structure of their respective compensation.

Remuneration Principles

The execution of the Company’s strategy is the responsibility of the Board. The Board is responsible for the successful delivery of the Company’s strategy,
through the use of the performance metrics in the Company’s variable compensation plans. Consequently, the Board’s outlook is that the variable
compensation component should be directly linked to the Company’s strategic objectives, i.e. for example financial and non-financial performance measures,
individual performance objectives and Company milestones. Under the Remuneration Policy, variable compensation shall be focussed on sustainable
performance.

The Remuneration Policy is designed based on the following principles.
 

•  Compensation elements:
 

 •  For the Executive Directors
 

 •  Annual base salary
 

 •  STI (annual cash bonus)
 

 •  LTI



 
 •  For the non-executive directors on the Board (“Non-Executive Directors”)
 

 •  Annual base salary with additional annual retainers (where relevant)
 

 •  LTI
 

•  Flexibility: the Remuneration Policy should provide flexibility to allow the Board, acting on the recommendation of the CC, to reward the Directors in
a fair and equitable manner. The Remuneration Policy should drive the right kind of behaviour, discourage unjustified risk taking and minimise any
gaming opportunity.

 

•  Compensation (excluding benefits and pension) should be linked directly to the Company’s performance, taking into account not only the measurable
financial performance of / or milestones achieved by the Company, but also, where appropriate, the efforts made by the Directors in managing the
Company.

 

•  The design of the Remuneration Policy should ensure compliance with current legislation applicable in the Netherlands.
 

•  This Remuneration Policy shall foster alignment of interests with shareholders.
 

•  The pension of the Directors shall be based on the defined benefit system.

Overview of Compensation Components

The Remuneration Policy consists of the following key elements:
 

Compensation Component & Description     Objective
 
Annual Base Salary
    

 

Fixed cash compensation based on level of responsibility and performance and,
for Non-Executive Directors, additional annual retainers in case they have
perform specific roles on the Board or Board committees  

•

  

Compensate for performance of day-to-day activities

 
Short Term Incentive (STI)
     
Reward paid in cash for performance in the preceding financial year, measured
against corporate and/or individual performance (see below)  

•
  

Compensation of prior year’s corporate and/or individual
performance



 
Long Term Incentive (LTI)
  

 
  

 

2016 Incentive Award Plan (for Executive Directors) and the Non-Executive
Director Compensation Program (for Non-Executive Directors)

 •  Retention of talent

 
 

•  
 

Incentive to perform

 
 

•  
 

Alignment to shareholders’ interests

 
Pension
    

 

Defined benefit plan (average salary)
 

•
  

Provide competitive post-retirement benefits
 

Remuneration Reference Group

The Board has selected a remuneration reference group of companies that reflects the size, scope and competitive environment in which the Company
operates. The level of the above compensation components are compared with this balanced group of companies selected based on the Biopharma and Life
Sciences industry, research focus and size and geographical spread. The compensation levels are compared with compensation data of the following
remuneration reference group:
 

Remuneration reference group
 

argenx   Aduro BioTech
Affimed   MacroGenics, Inc.
Molecular Partners   Xencor
ProQR Therapeutics N.V.   Five Prime Therapeutics
uniQure   Epizyme
Probiodrug   Dicerna Pharmaceuticals
    

If the Board believes that the above-mentioned remuneration reference group no longer appropriately reflects the size, scope and competitive environment in
which the Company operates, the Board may revise the composition of such peer group from time to time at the proposal of the CC.

Annual Base Salary

The base salaries of the Directors are determined by the Board upon the recommendation of the CC. Base salaries are determined with due consideration of
various factors, such as historic salary levels and responsibilities of the individual. The Company’s pay philosophy is to benchmark base salary levels to the
market median of the above mentioned compensation reference group. The base salaries of the Non-Executive Directors consist of annual retainers and,
where relevant, additional annual retainers which are determined by the Board upon the recommendation of the CC consistent with the Company’s
Non-Executive Director Compensation Program.



 
Short Term Incentive (STI)

The CEO will be eligible for an annual bonus of up to 75% of the annual base salary for achievement of on target performance. Other Executive Directors
will be eligible for an annual bonus of 50% of annual base salary for achievement of on target performance.

The annual bonus is determined by the Board and may vary per Executive Director. Executive Directors could be eligible for an annual bonus at the end of
the financial year. The bonus is determined based on pre-determined quantified financial targets, non-financial/personal targets and Company milestones. The
targets are set annually for the relevant financial year. The targets are pre-determined, assessable and supportive of the long term strategy and development of
the Company. Achievement of the targets will be measured following the end of the relevant financial year.

The targets are derived from the Company’s strategic and organizational priorities and also include qualitative targets that are relevant for the responsibilities
of the individual Executive Director. The targets are set annually by the Board.

The Company does not disclose the actual financial, non-financial targets/personal targets and milestones as this is considered commercially and competitive
sensitive information.

Long Term Incentive

The LTI for the Executive Directors consists of a stock option plan (the 2016 Incentive Award Plan), which entered into force as per the date of the
Company’s initial public offering. This plan provides for the grant of options to acquire ordinary shares in the Company’s capital, stock appreciation rights,
restricted stock, restricted stock units or other stock or cash based awards. The Board may select Executive Directors and award such grants. The number of
stock options or other aforementioned awards to be granted will be (a) based on a fair value approach and (b) determined annually by the Board.

The LTI for the Non-Executive Directors is part of the Company’s Non-Executive Director Compensation Program. This plan provides for the grant of
options to acquire ordinary shares in the Company’s capital. The number of options to be granted to Non-Executive Directors under this plan will be
determined on the basis of the terms and conditions applicable to such plan from time to time.



 
Pensions

The Executive Directors may be eligible for such post-retirement income and/or other pension-related contributions or benefits as determined by the Board
from time to time. Retirement benefits under the defined benefit plan (average salary) is set in the context of annual base salary taking into account the
relevant country’s competitive practice, tax and legal environment.

Adjustments

The LTI plan with respect to Executive Directors provides for an adjustment clause stipulating the discretionary authority of the Board to adjust upwards or
downwards the pay out of any variable compensation component conditionally granted if such component would produce an unfair or unintended result as a
consequence of extraordinary circumstances during the period in which the pre-determined performance criteria have been or should have been achieved. The
LTI plan with respect to Non-Executive Directors provides for an annual increase mechanism. In each case, the LTI plans are subject to the relevant claw-
back or bonus adjustment provisions as provided by applicable law.

Severance arrangements

The Directors may be eligible for such severance payment upon termination of office as determined by the Board from time to time, taking the applicable
recommendations under the Dutch Corporate Governance Code into consideration.

Loans

The Company does not grant any loans, guarantees or advance payments to the Directors.



Exhibit 99.8

REMUNERATION POLICY DIRECTORS

Introduction

This Remuneration Policy Management Board governs the compensation of the members of the Board of Directors (the “Board”) of Merus N.V. (the
“Company”).

Abbreviations

In this Remuneration Policy the following abbreviations have been used:
 
CC:   The Compensation Committee of the Supervisory Board
STI:   Short term incentive
LTI:   Long term incentive

This Remuneration Policy was adopted by the General meeting of Shareholders on [May 24, 2017] and governs the compensation of the Management Board.

The compensation of the Managementmembers of the Board (“Directors”) is determined by the Supervisory Board with due observance of this
Remuneration Policy, the Company’s Articles of Association and Dutch law. The Compensation CommitteeExecutive directors on the Board (“Executive
Directors”) shall not participate in the decision-making concerning the compensation of the Executive Directors. The CC has been established by the
Supervisory Board to assist in matters relating to, and to make proposals for, the remuneration of the Management Board. Directors. The CC shall prepare its
proposals relating to the compensation of the Directors in accordance with this Remuneration Policy and any such proposal shall cover the compensation
structure, the amount of the fixed and variable compensation components, the performance criteria used, the scenario analyses that have been carried out and
the pay ratios within the Company and its business. When making a proposal relating to the compensation of the Directors, the CC shall take note of their
views with regard to the amount and structure of their respective compensation.

Remuneration Principles

The execution of the Company’s Strategystrategy is the responsibility of the Management Board. The Supervisory Board holds the members of the
Management Board accountableBoard is responsible for the successful delivery of the Company’s Strategystrategy, through the use of the performance
metrics in the Company’s variable compensation plans. Consequently, the Supervisory Board’s outlook is that the variable compensation component should
be directly linked to the Company’s strategic objectives, i.e. for example financial and non-financial performance measures, individual performance
objectives and Company milestones. Under the Remuneration Policy, variable compensation shall be focussed on sustainable performance.



 
The Remuneration Policy is designed based on the following principles.
 

•  Compensation elements:
 

 •  For the Executive Directors
 

 •  • Annual Basebase salary
 

 •  • Short Term IncentiveSTI (annual cash bonus)
 

 •  LTI
 

 •  Long Term IncentiveFor the non-executive directors on the Board (“Non-Executive Directors”)
 

 •  Annual base salary with additional annual retainers (where relevant)
 

 •  LTI
 

•  Flexibility: the Remuneration Policy should provide flexibility to allow the Supervisory Board, acting on the recommendation of the Compensation
CommitteeCC, to reward the Management BoardDirectors in a fair and equitable manner;. The Remuneration Policy should drive the right kind of
management behaviour, discourage unjustified risk taking and minimise any gaming opportunity.

 

•  Management Board’s compensationCompensation (excluding benefits and pension) should be linked directly to the Company’s performance, taking
into account not only the measurable financial performance of / or milestones achieved by the Company, but also, where appropriate, the efforts made
by the Management BoardDirectors in managing the Company;.

 

•  The design of the Remuneration Policy should ensure compliance with current legislation applicable in the Netherlands;.
 

•  This Remuneration Policy shall foster alignment of interests with shareholders;.
 

•  The pension of the Management BoardDirectors shall be based on the defined benefit system;.



 
Overview of Compensation Components

The Remuneration Policy consists of the following key elements:
 

 
Compensation Component & Description   Objective

Annual Base Salary     
  

Fixed cash compensation based on level of responsibility and performance and, for
Non-Executive Directors, additional annual retainers in case they have perform specific
roles on the Board or Board committees   

•

 

Compensate for performance of day-to-day activities.

  

Short Term Incentive (STI)   •  Compensation of prior year’s corporate and/or individual
performance 

Reward paid in cash for performance in the preceding financial year, measured against
corporate and/or individual performance (see below)    
  

Long Term Incentive (LTI)     
  

2016 Incentive Award Plan (for Executive Directors) and the Non-Executive Director
Compensation Program (for Non-Executive Directors)

  •  Retention of management talent
  •  Incentive to perform
  •  Alignment to shareholders’ interests

  

Pension     
  

Defined benefit plan (average salary)   •  Provide competitive post-retirement benefits
  

      

Remuneration Reference Group

The Supervisory Board has selected a remuneration reference group of companies that reflectreflects the size, scope and competitive environment in which
the Company operates. The level of the above compensation components for the Management Board isare compared with this balanced group of companies
selected based on the Biopharma and Life Sciences industry, research focus and size and geographical spread. The compensation levels of the Management
Board isare compared with compensation data of the following remuneration reference group:

 
Remuneration reference group    
  

argenx   Aduro BioTech
Affimed   MacroGenics, Inc.
Molecular Partners   Xencor
ProQR Therapeutics N.V.   Five Prime Therapeutics
uniQure   Epizyme
Probiodrug   Dicerna Pharmaceuticals
    



 
If the Board believes that the above-mentioned remuneration reference group no longer appropriately reflects the size, scope and competitive environment in
which the Company operates, the Board may revise the composition of such peer group from time to time at the proposal of the CC.

Annual Base Salary

The base salaries of the Management BoardDirectors are determined by the Supervisory Board upon the recommendation of the Compensation
CommitteeCC. Base salaries are determined with due consideration of various factors, such as historic salary levels and responsibilities of the individual. The
Company’s pay philosophy is to benchmark base salary levels to the market median of the above mentioned compensation reference group. The base salaries
of the Non-Executive Directors consist of annual retainers and, where relevant, additional annual retainers which are determined by the Board upon the
recommendation of the CC consistent with the Company’s Non-Executive Director Compensation Program.

Short Term Incentive (STI)

The CEO will be eligible for an annual bonus of up to 75% of the annual base salary for achievement of on target performance. Other members of the
Management BoardExecutive Directors will be eligible for an annual bonus of 50% of annual base salary for achievement of on target performance.

The annual bonus is determined by the Supervisory Board and may vary per member of the Management Board. Members of the Management
BoardExecutive Director. Executive Directors could be eligible for an annual bonus at the end of the financial year. The bonus is determined based on
pre-determined quantified financial targets, non-financial/personal targets and Company milestones. The targets are set annually for the relevant financial
year. The targets are pre-determined, assessable and supportive of the long term strategy and development of the Company. Achievement of the targets will be
measured following the end of the relevant financial year.

The targets are derived from the Company’’s strategic and organizational priorities and also include qualitative targets that are relevant for the responsibilities
of the individual member of the Management BoardExecutive Director. The targets are set annually by the Supervisory Board.

The Company does not disclose the actual financial, non-financial targets/personal targets and milestones as this is considered commercially and competitive
sensitive information.



 
Long Term Incentive (2016Incentive Award Plan)

The LTI for the Management BoardExecutive Directors consists of a stock option plan (the 2016 Incentive Award Plan), which will enterentered into force as
per the date of the Company’s initial public offering. This plan provides for the grant of options to acquire ordinary shares in Merus N.V.the Company’s
capital, stock appreciation rights, restricted stock, restricted stock units or other stock or cash based awards. The Supervisory Board may select members of
the Management BoardExecutive Directors and award such grants. The number of stock options or other aforementioned awards to be granted will be
(a) based on a fair value approach and (b) determined annually by the Supervisory Board.

The LTI for the Non-Executive Directors is part of the Company’s Non-Executive Director Compensation Program. This plan provides for the grant of
options to acquire ordinary shares in the Company’s capital. The number of options to be granted to Non-Executive Directors under this plan will be
determined on the basis of the terms and conditions applicable to such plan from time to time.



 
Pensions

The Executive Directors may be eligible for such post-retirement income and/or other pension-related contributions or benefits as determined by the Board
from time to time. Retirement benefits under the defined benefit plan (average salary) is set in the context of the annual base salary for each member of the
Management Board taking into account the relevant country’s competitive practice, tax and legal environment.

Service conditions applicable to the Management Board

The following policy statements are included in the existing management employment agreements of the Management Board members.

Adjustments

The LTI plan with respect to Management Board membersExecutive Directors provides for an adjustment clause stipulating the discretionary authority of the
Supervisory Board to adjust upwards or downwards the pay out of any variable compensation component conditionally granted if such component would
produce an unfair or unintended result as a consequence of extraordinary circumstances during the period in which the pre-determined performance criteria
have been or should have been achieved. The LTI plan with respect to Non-Executive Directors provides for an annual increase mechanism. In each case, the
LTI plans are subject to the relevant claw-back or bonus adjustment provisions as provided by applicable law.

Severance arrangements

No specific severance arrangements for the Management Board members have been made. The Directors may be eligible for such severance payment upon
termination of office as determined by the Board from time to time, taking the applicable recommendations under the Dutch Corporate Governance Code into
consideration.

Loans

The Company does not grant any loans, guarantees or advance payments to any of the members of the Management Boardthe Directors.
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MERUS N.V.

NON-EXECUTIVE DIRECTOR COMPENSATION PROGRAM

The non-executive directors (the “Non-Executive Directors” and each, a “Non-Executive Director”) of Merus N.V. (the “Company”) shall receive
cash and equity compensation as set forth in this Non-Executive Director Compensation Program (this “Program”). The compensation described in this
Program shall be paid or be made, as applicable, automatically and without further action of the Board of Directors (the “Board”) or the general meeting of
shareholders (the “General Meeting”) of the Company, to each Non-Executive Director who is entitled to receive such cash or equity compensation, unless
such Non-Executive Director declines the receipt of such cash or equity compensation by written notice to the Company. This Program shall remain in effect
until it is revised or rescinded by further action taken by the Board at the recommendation of the Compensation Committee. This Program may be amended,
modified or terminated at any time by action taken by the Board at the recommendation of the Compensation Committee. The terms and conditions of this
Program shall supersede any prior cash and/or equity compensation arrangements for service as a Non-Executive Director (or as a supervisory director)
between the Company and any of its Non-Executive Directors.

Time spent in office and service as a supervisory director of the Company prior to [date of implementation of governance change] shall, for purposes
of this Program, be considered to be time spent in office and service as Non-Executive Director.

 
I. CASH COMPENSATION

A. Annual Retainers. Each Non-Executive Director shall receive an annual retainer of $35,000 for service on the Board.

B. Additional Annual Retainers. In addition, each Non-Executive Director shall receive the following annual retainers:

1. Chairperson of the Board. A Non-Executive Director serving as Chairperson of the Board shall receive an additional annual retainer of
$28,000 for such service.

2. Audit Committee. A Non-Executive Director serving as Chairperson of the Audit Committee shall receive an additional annual retainer
of $15,000 for such service. A Non-Executive Director serving as a member other than the Chairperson of the Audit Committee shall receive an additional
annual retainer of $7,500 for such service.

3. Compensation Committee. A Non-Executive Director serving as Chairperson of the Compensation Committee shall receive an
additional annual retainer of $10,000 for such service. A Non-Executive Director serving as a member other than the Chairperson of the Compensation
Committee shall receive an additional annual retainer of $5,000 for such service.

4. Nominating and Corporate Governance Committee. A Non-Executive Director serving as Chairperson of the Nominating and
Corporate Governance Committee shall receive an additional annual retainer of $7,500 for such service. A Non-Executive
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Director serving as a member other than the Chairperson of the Nominating and Corporate Governance Committee shall receive an additional annual retainer
of $3,750 for such service.

C. Payment of Retainers. The annual retainers described in Sections I(A) and I(B) shall be earned on a quarterly basis based on a calendar quarter
and shall be paid in cash by the Company in arrears not later than the fifteenth day following the end of each calendar quarter. In the event a Non-Executive
Director does not serve as a Non-Executive Director, or in the applicable positions described in Section I(B), for an entire calendar quarter, the retainer paid to
such Non-Executive Director shall be prorated for the portion of such calendar quarter actually served as a Non-Executive Director, or in such position, as
applicable.

D. Annual Increase. Each annual retainer described in Sections I(A) and I(B) shall, without further action taken by the Board or the General
Meeting, automatically increase on the first day of each calendar year beginning on January 1, 2017 by an amount equal to 3% of the value of such annual
retainer in effect as of the immediately preceding calendar year.

 
II. EQUITY COMPENSATION

Non-Executive Directors shall be eligible to be granted the equity awards described below. The awards described below shall be granted under and
shall be subject to the terms and provisions of the Company’s 2016 Incentive Award Plan or any other applicable Company equity incentive plan then-
maintained by the Company (the “Equity Plan”) and shall be granted subject to award agreements in substantially the form previously approved by the
Board. All applicable terms of the Equity Plan apply to this Program as if fully set forth herein, and all grants of stock options hereby are subject in all
respects to the terms of the Equity Plan and the applicable award agreement.

A. Initial Awards. Each Non-Executive Director who is initially elected or appointed to the Board after the date of the effectiveness of the
Company’s Registration Statement on Form F-1 relating to the initial public offering of common shares (the “Effective Date”) shall be eligible to receive an
option to purchase the number of common shares of the Company having an aggregate Grant Date Fair Value (as defined below) of $200,000, with any partial
shares that result being rounded down to the nearest whole share. The awards described in this Section II(A) shall be referred to as “Initial Awards.” No
Non-Executive Director shall be granted more than one Initial Award. “Grant Date Fair Value” shall mean the value of the option as of the date of grant,
which value shall be determined using a Black-Scholes option pricing model and the valuation assumptions used by the Company in accounting for options as
of such date; provided, that the fair market value of the common shares of the Company used in such calculation shall be based on the average trading price of
the common shares of the Company over the preceding thirty day period.

B. Subsequent Awards. A Non-Executive Director who (i) has been serving as a Non-Executive Director for at least six months as of the date of
any annual General Meeting after the Effective Date and (ii) will continue to serve as a Non-Executive Director immediately following such meeting, is
eligible to be granted, at the occasion of or as soon as practically possible following such annual General Meeting an option to purchase the number of
common
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shares of the Company having an aggregate Grant Date Fair Value of $100,000, with any partial shares that result being rounded down to the nearest whole
share. The awards described in this Section II(B) shall be referred to as “Subsequent Awards.” For the avoidance of doubt, a Non-Executive Director elected
for the first time to the Board at an annual General Meeting shall only receive an Initial Award in connection with such election, and shall not receive any
Subsequent Award on the date of such meeting as well.

For the avoidance of doubt, any grant of Initial Awards and Subsequent Awards under this Program will require a written notice of acceptance of the
relevant Non-Executive Director, in the absence of which such Non-Executive Director will be deemed to have waived its rights to such a grant.

C. Terms of Awards Granted to Non-Executive Directors

1. Exercise Price. The per share exercise price of each option granted to a Non-Executive Director shall equal the Fair Market Value (as
defined in the Equity Plan) of a common share of the Company on the date the option is granted.

2. Vesting. Each Initial Award shall vest and become exercisable as to 33% of the shares subject to such Initial Award on the first
anniversary of the date of grant and in 24 substantially equal monthly installments thereafter, such that the Initial Award shall be fully vested on the third
anniversary of the date of grant, subject to the Non-Executive Director continuing in service as a Non-Executive Director through each such vesting date.
Each Subsequent Award shall vest and become exercisable in 12 substantially equal monthly installments following the date of grant, such that the
Subsequent Award shall be fully vested on the first anniversary of the date of grant, subject to the Non-Executive Director continuing in service on the Board
as a Non-Executive Director through each such vesting date. Any portion of an Initial Award or Subsequent Award which is unvested or unexercisable at the
time of a Non-Executive Director’s termination of service on the Board shall be immediately forfeited upon such termination of service and shall not
thereafter become vested and exercisable. All of a Non-Executive Director’s Initial Awards and Subsequent Awards shall vest in full immediately prior to the
occurrence of a Change in Control (as defined in the Equity Plan), to the extent outstanding at such time.

3. Term. The maximum term of each stock option granted to a Non-Executive Director hereunder shall be ten (10) years from the date the
option is granted.

D. Annual Increase; Award Limit. The Grant Date Fair Value of each Initial Award and Subsequent Award described in Sections II(A) and II(B)
shall, subject to approval by the Board, increase on the first day of each calendar year beginning on January 1, 2017 by an amount equal to 3% of the Grant
Date Fair Value applicable to Initial Awards and Subsequent Awards in effect as of the immediately preceding calendar year; provided, that, in no event shall
the number of shares awarded pursuant to (i) an Initial Award exceed 17,000 common shares of the Company and (ii) a Subsequent Award exceed 8,500
common shares of the Company, in each case, subject to adjustment as provided in the Equity Plan, including without limitation with respect to any share
dividend, share split, reverse share split or other similar event affecting the common shares of the Company that is effected prior to the Effective Date.
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E. Tax deductions. To the extent required to comply with applicable tax laws, the Company shall be allowed to make necessary deductions on
any compensation payable under this Program, including (without limitation) for purposes of any payroll tax or income tax.

F. Prevailing terms. In the event of any inconsistency between the terms of the Merus N.V. 2016 Incentive Award Plan and this Program, the
terms of this Program shall prevail.

* * * * *
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MERUS N.V.

SUPERVISORY BOARD MEMBERNON-EXECUTIVE DIRECTOR COMPENSATION PROGRAM

Members of the Supervisory Board (the “Supervisory BoardThe non-executive directors (the “Non-Executive Directors” and each, a “Non-Executive
Director”) of Merus N.V. (the “Company”) shall receive cash and equity compensation as set forth in this Supervisory Board MemberNon-Executive Director
Compensation Program (this “Program”). The compensation described in this Program shall be paid or be made, as applicable, automatically and without
further action of the Supervisory Board of Directors (the “Board”) or the general meeting of shareholders (the “General Meeting”) of the Company (the
“Shareholders”) with respect to the cash compensation and subject to approval by our Shareholders with respect to the equity compensation, to each member
of the Supervisory Board (each, a “Supervisory Board Member”), to each Non-Executive Director who is entitled to receive such cash or equity
compensation, unless such Supervisory Board MemberNon-Executive Director declines the receipt of such cash or equity compensation by written notice to
the Company. This Program shall remain in effect until it is revised or rescinded by further action taken by the Shareholders. Board at the recommendation of
the Compensation Committee. This Program may be amended, modified or terminated at any time by action taken by the Shareholders at any time in their
sole discretion. Board at the recommendation of the Compensation Committee. The terms and conditions of this Program shall supersede any prior cash
and/or equity compensation arrangements for service as a Supervisory Board MemberNon-Executive Director (or as a supervisory director) between the
Company and any of its Supervisory Board Members. This Program shall become effective on the date of the effectiveness of the Company’s Registration
Statement on Form F-1 relating to the initial public offering of common shares (the “Effective Date”)Non-Executive Directors.

Time spent in office and service as a supervisory director of the Company prior to [date of implementation of governance change] shall, for purposes
of this Program, be considered to be time spent in office and service as Non-Executive Director.

 
I. CASH COMPENSATION

A. Annual Retainers. Each Supervisory Board MemberNon-Executive Director shall receive an annual retainer of $35,000 for service on the
Supervisory Board.

B. Additional Annual Retainers. In addition, each Supervisory Board MemberNon-Executive Director shall receive the following annual
retainers:

1. Chairperson of the Supervisory Board. A Supervisory Board MemberA Non-Executive Director serving as Chairperson of the
Supervisory Board shall receive an additional annual retainer of $28,000 for such service.

2. Audit Committee. A Supervisory Board Member A Non-Executive Director serving as Chairperson of the Audit Committee shall
receive an additional annual retainer of $15,000 for such service. A Supervisory Board MemberNon-Executive Director serving as a member other than the
Chairperson of the Audit Committee shall receive an additional annual retainer of $7,500 for such service.
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3. Compensation Committee. A Supervisory Board Member A Non-Executive Director serving as Chairperson of the Compensation
Committee shall receive an additional annual retainer of $10,000 for such service. A Supervisory Board MemberNon-Executive Director serving as a member
other than the Chairperson of the Compensation Committee shall receive an additional annual retainer of $5,000 for such service.

4. Nominating and Corporate Governance Committee. A Supervisory Board Member A Non-Executive Director serving as Chairperson
of the Nominating and Corporate Governance Committee shall receive an additional annual retainer of $7,500 for such service. A Supervisory Board
MemberNon-Executive Director serving as a member other than the Chairperson of the Nominating and Corporate Governance Committee shall receive an
additional annual retainer of $3,750 for such service.

C. Payment of Retainers. The annual retainers described in Sections I(A) and I(B) shall be earned on a quarterly basis based on a calendar quarter
and shall be paid in cash by the Company in arrears not later than the fifteenth day following the end of each calendar quarter. In the event a Supervisory
Board MemberNon-Executive Director does not serve as a Supervisory Board MemberNon-Executive Director, or in the applicable positions described in
Section I(B), for an entire calendar quarter, the retainer paid to such Supervisory Board MemberNon-Executive Director shall be prorated for the portion of
such calendar quarter actually served as a Supervisory Board MemberNon-Executive Director, or in such position, as applicable.

D. Annual Increase. Each annual retainer described in Sections I(A) and I(B) shall, without further action taken by the ShareholdersBoard or the
General Meeting, automatically increase on the first day of each calendar year beginning on January 1, 2017 by an amount equal to 3% of the value of such
annual retainer in effect as of the immediately preceding calendar year.

 
II. EQUITY COMPENSATION

Supervisory Board MembersNon-Executive Directors shall be eligible to be granted the equity awards described below. The awards described below
shall be granted under and shall be subject to the terms and provisions of the Company’s 2016 Incentive Award Plan or any other applicable Company equity
incentive plan then-maintained by the Company (the “Equity Plan”) and shall be granted subject to award agreements in substantially the form previously
approved by the Shareholders. Board. All applicable terms of the Equity Plan apply to this Program as if fully set forth herein, and all grants of stock options
hereby are subject in all respects to the terms of the Equity Plan and the applicable award agreement.

A. Initial Awards. Each Supervisory Board MemberNon-Executive Director who is initially elected or appointed to the Supervisory Board after
the Effective DateBoard after the date of the effectiveness of the Company’s Registration Statement on Form F-1 relating to the initial public offering of
common shares (the “Effective Date”) shall be eligible to receive an
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option to purchase the number of common shares of the Company having an aggregate Grant Date Fair Value (as defined below) of $200,000, with any partial
shares that result being rounded down to the nearest whole share. The awards described in this Section II(A) shall be referred to as “Initial Awards.” No
Supervisory Board MemberNo Non-Executive Director shall be granted more than one Initial Award. “Grant Date Fair Value” shall mean the value of the
option as of the date of grant, which value shall be determined using a Black-Scholes option pricing model and the valuation assumptions used by the
Company in accounting for options as of such date; provided, that the fair market value of the common shares of the Company used in such calculation shall
be based on the average trading price of the common shares of the Company over the preceding thirty day period.

B. Subsequent Awards. A Supervisory Board Member A Non-Executive Director who (i) has been serving as a Supervisory Board MemberNon-
Executive Director for at least six months as of the date of any annual meeting of the ShareholdersGeneral Meeting after the Effective Date and (ii) will
continue to serve as a Supervisory Board MemberNon-Executive Director immediately following such meeting, is eligible to be granted, at the occasion of or
as soon as practically possible following such annual meetingGeneral Meeting an option to purchase the number of common shares of the Company having
an aggregate Grant Date Fair Value of $100,000, with any partial shares that result being rounded down to the nearest whole share. The awards described in
this Section II(B) shall be referred to as “Subsequent Awards.” For the avoidance of doubt, a Supervisory Board MemberNon-Executive Director elected for
the first time to the Supervisory Board at an annual meeting of the ShareholdersGeneral Meeting shall only receive an Initial Award in connection with such
election, and shall not receive any Subsequent Award on the date of such meeting as well.

For the avoidance of doubt, any grant of Initial Awards and Subsequent Awards under this Program will require a written notice of acceptance of the
relevant Supervisory Board MemberNon-Executive Director, in the absence of which such Supervisory Board MemberNon-Executive Director will be
deemed to have waived its rights to such a grant.

C. Terms of Awards Granted to Supervisory Board MembersNon-Executive Directors

1. Exercise Price. The per share exercise price of each option granted to a Supervisory Board MemberNon-Executive Director shall equal
the Fair Market Value (as defined in the Equity Plan) of a common share of the Company on the date the option is granted.

2. Vesting. Each Initial Award shall vest and become exercisable as to 33% of the shares subject to such Initial Award on the first
anniversary of the date of grant and in 24 substantially equal monthly installments thereafter, such that the Initial Award shall be fully vested on the third
anniversary of the date of grant, subject to the Supervisory Board MemberNon-Executive Director continuing in service as a Supervisory Board MemberNon-
Executive Director through each such vesting date. Each Subsequent Award shall vest and become exercisable in 12 substantially equal monthly installments
following the date of grant, such that the Subsequent Award shall be fully vested on the first anniversary of the date of grant, subject to the Supervisory Board
MemberNon-Executive Director continuing in service on the Supervisory Board as a Supervisory Board MemberNon-Executive Director through each
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such vesting date. Any portion of an Initial Award or Subsequent Award which is unvested or unexercisable at the time of a Supervisory Board MemberNon-
Executive Director’s termination of service on the Supervisory Board shall be immediately forfeited upon such termination of service and shall not thereafter
become vested and exercisable. All of a Supervisory Board MemberNon-Executive Director’s Initial Awards and Subsequent Awards shall vest in full
immediately prior to the occurrence of a Change in Control (as defined in the Equity Plan), to the extent outstanding at such time.

3. Term. The maximum term of each stock option granted to a Supervisory Board MemberNon-Executive Director hereunder shall be ten
(10) years from the date the option is granted.

D. Annual Increase; Award Limit. The Grant Date Fair Value of each Initial Award and Subsequent Award described in Sections II(A) and II(B)
shall, subject to approval by the ShareholdersBoard, increase on the first day of each calendar year beginning on January 1, 2017 by an amount equal to 3% of
the Grant Date Fair Value applicable to Initial Awards and Subsequent Awards in effect as of the immediately preceding calendar year; provided, that, in no
event shall the number of shares awarded pursuant to (i) an Initial Award exceed 30,00017,000 common shares of the Company and (ii) a Subsequent Award
exceed 15,0008,500 common shares of the Company, in each case, subject to adjustment as provided in the Equity Plan, including without limitation with
respect to any share dividend, share split, reverse share split or other similar event affecting the common shares of the Company that is effected prior to the
Effective Date.

E. Tax deductions. To the extent required to comply with applicable tax laws, the Company shall be allowed to make necessary deductions on
any compensation payable under this Program, including (without limitation) for purposes of any payroll tax or income tax.

F. Prevailing terms. In the event of any inconsistency between the terms of the Merus N.V. 2016 Incentive Award Plan and this Program, the
terms of this Program shall prevail.

* * * * *
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Exhibit 99.11
 

MERUS N.V.
2016 INCENTIVE AWARD PLAN

ARTICLE I.
PURPOSE

The Plan’s purpose is to enhance the Company’s ability to attract, retain and motivate persons who make (or are expected to make) important
contributions to the Company by providing these individuals with equity ownership opportunities. Capitalized terms used in the Plan are defined in
Article XI.

ARTICLE II.
ELIGIBILITY

Service Providers are eligible to be granted Awards under the Plan, subject to the limitations described herein.

ARTICLE III.
ADMINISTRATION AND DELEGATION

3.1 Administration. The Plan is administered by the Administrator.

3.2 Grant Authority. Subject to the conditions and limitations in the Plan and Applicable Laws, the Board of Directors has authority to grant Awards
and set Award terms and conditions for Service Providers. The non-executive directors of the Board of Directors will be granted Awards in accordance with
the Merus N.V. Non-Executive Directors Compensation Program.

3.3 The Administrator has the authority to take all actions and make all determinations under the Plan, to interpret the Plan and Award Agreements on
behalf of the Company and to adopt, amend and repeal Plan administrative rules, guidelines and practices as it deems advisable. The Administrator may
correct defects and ambiguities, supply omissions and reconcile inconsistencies in the Plan or any Award as it deems necessary or appropriate to administer
the Plan and any Awards. The Administrator’s determinations under the Plan are in its sole discretion. Notwithstanding anything in the Plan to the contrary,
all actions taken by the Board of Directors under the Plan shall be subject to the conditions and limitations set forth in the Articles and the Board Rules.

3.4 Appointment of Committees. To the extent the Articles and Applicable Laws permit, the Board of Directors may delegate any or all of its powers
under the Plan to one or more Committees or officers of the Company or any of its Subsidiaries. The Board of Directors, may abolish any Committee it
established or re-vest in itself any previously delegated authority at any time.

ARTICLE IV.
SHARES AVAILABLE FOR AWARDS

4.1 Number of Shares. Subject to adjustment under Article VIII and the terms of this Article IV, Awards may be made under the Plan covering up to the
Overall Share Limit. As of the Plan’s effective date under Section 10.3, the Company will cease granting awards under the Prior Plans; however, Prior Plan
Awards will remain subject to the terms of the applicable Prior Plan. Shares issued under the Plan may consist of authorized but unissued Shares, Shares
purchased on the open market or treasury Shares.



4.2 Share Recycling. If all or any part of an Award expires, lapses or is terminated, exchanged for cash, surrendered, repurchased, canceled without
having been fully exercised or forfeited, in any case, in a manner that results in the Company acquiring Shares covered by the Award at a price not greater
than the price (as adjusted to reflect any Equity Restructuring) paid by the Participant for such Shares or not issuing any Shares covered by the Award, the
unused Shares covered by the Award will again be available for Award grants under the Plan. Further, Shares delivered (either by actual delivery or
attestation) to the Company by a Participant to satisfy the applicable exercise or purchase price of an Award and/or to satisfy any applicable tax withholding
obligation (including Shares retained by the Company from the Award being exercised or purchased and/or creating the tax obligation) will again be available
for Award grants under the Plan. The payment of Dividend Equivalents in cash in conjunction with any outstanding Awards shall not count against the
Overall Share Limit.

4.3 Substitute Awards. With due observance of the division of authority described in Section 3.2 hereof, in connection with an entity’s merger or
consolidation with the Company or the Company’s acquisition of an entity’s property or stock, the Administrator may grant Awards in substitution for any
options or other stock or stock-based awards granted before such merger or consolidation by such entity or its affiliate. Substitute Awards may be granted on
such terms as the Administrator deems appropriate, notwithstanding limitations on Awards in the Plan. Substitute Awards will not count against the Overall
Share Limit (nor shall Shares subject to a Substitute Award be added to the Shares available for Awards under the Plan as provided above), except that Shares
acquired by exercise of substitute Incentive Stock Options will count against the maximum number of Shares that may be issued pursuant to the exercise of
Incentive Stock Options under the Plan. Additionally, in the event that a company acquired by the Company or any Subsidiary or with which the Company or
any Subsidiary combines has shares available under a pre-existing plan approved by stockholders and not adopted in contemplation of such acquisition or
combination, the shares available for grant pursuant to the terms of such pre-existing plan (as adjusted, to the extent appropriate, using the exchange ratio or
other adjustment or valuation ratio or formula used in such acquisition or combination to determine the consideration payable to the holders of common stock
of the entities party to such acquisition or combination) may be used for Awards under the Plan and shall not reduce the Shares authorized for grant under the
Plan (and Shares subject to such Awards shall not be added to the Shares available for Awards under the Plan as provided above); provided that Awards using
such available shares shall not be made after the date awards or grants could have been made under the terms of the pre-existing plan, absent the acquisition
or combination, and shall only be made to individuals who were not Employees or members of the Board of Directors prior to such acquisition or
combination.

ARTICLE V.
STOCK OPTIONS AND STOCK APPRECIATION RIGHTS

5.1 General. With due observance of the division of authority described in Section 3.2 hereof, the Administrator (i) may grant Options or Stock
Appreciation Rights to Service Providers subject to the limitations in the Plan, including any limitations in the Plan that apply to Incentive Stock Options, and
(ii) will determine the number of Shares covered by each Option and Stock Appreciation Right, the exercise price of each Option and Stock Appreciation
Right and the conditions and limitations applicable to the exercise of each Option and Stock Appreciation Right. A Stock Appreciation Right will entitle the
Participant (or other person entitled to exercise the Stock Appreciation Right) to receive from the Company upon exercise of the exercisable portion of the
Stock Appreciation Right an amount determined by multiplying the excess, if any, of the Fair Market Value of one Share on the date of exercise over the
exercise price per Share of the Stock Appreciation Right by the number of Shares with respect to which the Stock Appreciation Right is exercised, subject to
any limitations of the Plan or that the Administrator may impose and payable in cash, Shares valued at Fair Market Value or a combination of the two as the
Administrator may determine or provide in the Award Agreement.



5.2 Exercise Price. The Administrator will establish each Option’s and Stock Appreciation Right’s exercise price and specify the exercise price in the
Award Agreement. Unless otherwise determined by the Administrator, the exercise price will not be less than 100% of the Fair Market Value on the grant date
of the Option or Stock Appreciation Right. Notwithstanding the foregoing, if on the last day of the term of an Option or Stock Appreciation Right the Fair
Market Value of one Share exceeds the applicable exercise or base price per Share, the Participant has not exercised the Option or Stock Appreciation Right
and remains employed by the Company or one of its Subsidiaries and the Option or Stock Appreciation Right has not expired, the Option or Stock
Appreciation Right shall be deemed to have been exercised by the Participant on such day with payment made by withholding Shares otherwise issuable in
connection with its exercise. In such event, the Company shall deliver to the Participant the number of Shares for which the Option or Stock Appreciation
Right was deemed exercised, less the number of Shares required to be withheld for the payment of the total purchase price and required withholding taxes;
provided, however, any fractional Share shall be settled in cash.

5.3 Duration of Options. Each Option or Stock Appreciation Right will be exercisable at such times and as specified in the Award Agreement, provided
that the term of an Option or Stock Appreciation Right will not exceed ten (10) years. Notwithstanding the foregoing and unless determined otherwise by the
Company, in the event that on the last business day of the term of an Option or Stock Appreciation Right (other than an Incentive Stock Option) (i) the
exercise of the Option or Stock Appreciation Right is prohibited by Applicable Law, as determined by the Company, or (ii) Shares may not be purchased or
sold by the applicable current or former Service Provider due to any Company insider trading policy (including blackout periods) or a “lock-up” agreement
undertaken in connection with an issuance of securities by the Company, the term of the Option or Stock Appreciation Right shall be extended for a period of
thirty (30) days following the end of the legal prohibition, black-out period or lock-up agreement, as determined by the Company; provided, however, in no
event shall the extension last beyond the ten year term of the applicable Option or Stock Appreciation Right unless the exercise would violate an Applicable
Law. Notwithstanding the foregoing, if the Participant, prior to the end of the term of an Option or Stock Appreciation Right, violates the non-competition,
non-solicitation or confidentiality provisions of any employment contract, confidentiality and nondisclosure agreement or other agreement between the
Participant and the Company or any of its Subsidiaries, the right to exercise the Option or Stock Appreciation Right, as applicable, may, as determined by the
Administrator, terminate immediately upon such violation. In addition, if, prior to the end of the term of an Option or Stock Appreciation Right, the
Participant is given notice by the Company or any of its Subsidiaries of the termination of his or her employment or other service relationship, or the
employment or other service relationship is otherwise terminated for Cause, the right to exercise the Option or Stock Appreciation Right, as applicable, shall
be suspended from the time of the delivery of such notice or, in the event of other termination, as of the initiation thereof, until the earlier of (i) such time as it
is determined or otherwise agreed that the Participant’s employment or other relationship shall not be terminated for Cause or (ii) the effective date of the
initiation of such termination of employment or other relationship (in which case the right to exercise the Option or Stock Appreciation Right, as applicable,
shall terminate immediately upon the effective date of such termination of employment or other service relationship).

5.4 Exercise. Options and Stock Appreciation Rights may be exercised by delivering to the Company a written notice of exercise, in a form the
Administrator approves (which may be electronic), signed by the person authorized to exercise the Option or Stock Appreciation Right, together with, as
applicable, payment in full (i) as specified in Section 5.5 for the number of Shares for which the Award is exercised and (ii) as specified in Section 9.4 for any
applicable taxes. Unless the Administrator otherwise determines, an Option or Stock Appreciation Right may not be exercised for a fraction of a Share.

5.5 Payment Upon Exercise. Subject to Section 10.7, any Company insider trading policy (including blackout periods) and Applicable Laws, the
exercise price of an Option must be paid by:

(a) cash, wire transfer of immediately available funds or by check payable to the order of the Company; provided, that, the Company may limit
the use of one of the foregoing exercise methods if one or more of the exercise methods below is permitted;



(b) if there is a public market for Shares at the time of exercise, unless the Company otherwise determines, (A) delivery (including telephonically
to the extent permitted by the Company) of an irrevocable and unconditional undertaking by a broker acceptable to the Company to deliver promptly to the
Company sufficient funds to pay the exercise price, or (B) the Participant’s delivery to the Company of a copy of irrevocable and unconditional instructions to
a broker acceptable to the Company to deliver promptly to the Company cash or a check sufficient to pay the exercise price; provided that such amount is
paid to the Company at such time as may be required by the Administrator;

(c) to the extent permitted by the Administrator, delivery (either by actual delivery or attestation) of Shares owned by the Participant valued at
their Fair Market Value;

(d) to the extent permitted by the Administrator, surrendering Shares then issuable upon the Option’s exercise valued at their Fair Market Value
on the exercise date;

(e) to the extent permitted by the Administrator, delivery of a promissory note or any other property that the Administrator determines is good
and valuable consideration; or

(f) to the extent permitted by the Company, any combination of the above payment forms approved by the Administrator.

ARTICLE VI.
RESTRICTED STOCK; RESTRICTED STOCK UNITS

6.1 General. With due observance of the division of authority described in Section 3.2 hereof, the Administrator may grant Restricted Stock, or the right
to purchase Restricted Stock, to any Service Provider, subject to the Company’s right to repurchase all or part of such shares at their issue price or other stated
or formula price from the Participant (or to require forfeiture of such shares) if conditions the Administrator specifies in the Award Agreement are not
satisfied before the end of the applicable restriction period or periods that the Administrator establishes for such Award. In addition, the Administrator may
grant to Service Providers Restricted Stock Units, which may be subject to vesting and forfeiture conditions during the applicable restriction period or
periods, as set forth in an Award Agreement. The Administrator will determine and set forth in the Award Agreement the terms and conditions for each
Restricted Stock and Restricted Stock Unit Award, subject to the conditions and limitations contained in the Plan.

6.2 Restricted Stock.

(a) Dividends. Participants holding shares of Restricted Stock will be entitled to all ordinary cash dividends paid with respect to such Shares,
unless the Administrator provides otherwise in the Award Agreement. In addition, unless the Administrator provides otherwise, if any dividends or
distributions are paid in Shares, or consist of a dividend or distribution to holders of Common Stock of property other than an ordinary cash dividend, the
Shares or other property will be subject to the same restrictions on transferability and forfeitability as the shares of Restricted Stock with respect to which they
were paid.

(b) Share Certificates. The Company may require that the Participant deposit in escrow with the Company (or its designee) any share certificates
issued in respect of shares of Restricted Stock, together with a share power endorsed in blank.



6.3 Restricted Stock Units.

(a) Settlement. The Administrator may provide that settlement of Restricted Stock Units will occur upon or as soon as reasonably practicable
after the Restricted Stock Units vest or will instead be deferred, on a mandatory basis or at the Participant’s election.

(b) Shareholder Rights. A Participant will have no rights of a shareholder with respect to Shares subject to any Restricted Stock Unit unless and
until the Shares are delivered in settlement of the Restricted Stock Unit.

(c) Dividend Equivalents. If the Administrator provides, a grant of Restricted Stock Units may provide a Participant with the right to receive
Dividend Equivalents. Dividend Equivalents may be paid currently or credited to an account for the Participant, settled in cash or Shares and subject to the
same restrictions on transferability and forfeitability as the Restricted Stock Units with respect to which the Dividend Equivalents are granted and subject to
other terms and conditions as set forth in the Award Agreement.

ARTICLE VII.
OTHER STOCK OR CASH BASED AWARDS

Other Stock or Cash Based Awards may be granted to Participants, including Awards entitling Participants to receive Shares to be delivered in the
future and including annual or other periodic or long-term cash bonus awards (whether based on specified Performance Criteria or otherwise), in each case
subject to any conditions and limitations in the Plan. Such Other Stock or Cash Based Awards will also be available as a payment form in the settlement of
other Awards, as standalone payments and as payment in lieu of compensation to which a Participant is otherwise entitled. Other Stock or Cash Based Awards
may be paid in Shares, cash or other property, as the Administrator determines. With due observance of the division of authority described in Section 3.2
hereof and subject to the provisions of the Plan, the Administrator will determine the terms and conditions of each Other Stock or Cash Based Award,
including any purchase price, performance goal (which may be based on the Performance Criteria), transfer restrictions, and vesting conditions, which will be
set forth in the applicable Award Agreement.

ARTICLE VIII.
ADJUSTMENTS FOR CHANGES IN COMMON STOCK

AND CERTAIN OTHER EVENTS

8.1 Equity Restructuring. In connection with any Equity Restructuring, notwithstanding anything to the contrary in this Article VIII, and with due
observance of the division of authority described in Section 3.2 hereof, the Administrator will equitably adjust each outstanding Award as it deems
appropriate to reflect the Equity Restructuring, which may include adjusting the number and type of securities subject to each outstanding Award and/or the
Award’s exercise price or grant price (if applicable), granting new Awards to Participants, and making a cash payment to Participants. The adjustments
provided under this Section 8.1 will be nondiscretionary and final and binding on the affected Participant and the Company; provided that the Administrator
will determine whether an adjustment is equitable.



8.2 Corporate Transactions. In the event of any spin-off, Change in Control or any change in any Applicable Laws or accounting principles, the
Administrator, with due observance of the division of authority described in Section 3.2 hereof and on such terms and conditions as it deems appropriate,
either by the terms of the Award or by action taken prior to the occurrence of such transaction or event (except that action to give effect to a change in
Applicable Law or accounting principles may be made within a reasonable period of time after such change) and either automatically or upon the Participant’s
request, is hereby authorized to take any one or more of the following actions whenever the Administrator determines that such action is appropriate in order
to (x) prevent dilution or enlargement of the benefits or potential benefits intended by the Company to be made available under the Plan or with respect to any
Award granted or issued under the Plan, (y) to facilitate such transaction or event or (z) give effect to such changes in Applicable Laws or accounting
principles:

(a) To provide for the cancellation of any such Award in exchange for either an amount of cash or other property with a value equal to the amount
that could have been obtained upon the exercise or settlement of the vested portion of such Award or realization of the Participant’s rights under the vested
portion of such Award, as applicable; provided that, if the amount that could have been obtained upon the exercise or settlement of the vested portion of such
Award or realization of the Participant’s rights, in any case, is equal to or less than zero, then the Award may be terminated without payment;

(b) To provide that such Award shall vest and, to the extent applicable, be exercisable as to all shares covered thereby, notwithstanding anything
to the contrary in the Plan or the provisions of such Award;

(c) To provide that such Award be assumed by the successor or survivor corporation, or a parent or subsidiary thereof, or shall be substituted for
by awards covering the stock of the successor or survivor corporation, or a parent or subsidiary thereof, with appropriate adjustments as to the number and
kind of shares and/or applicable exercise or purchase price, in all cases, as determined by the Administrator;

(d) To make adjustments in the number and type of shares of Common Stock (or other securities or property) subject to outstanding Awards
and/or with respect to which Awards may be granted under the Plan (including, but not limited to, adjustments of the limitations in Article IV hereof on the
maximum number and kind of shares which may be issued) and/or in the terms and conditions of (including the grant or exercise price), and the criteria
included in, outstanding Awards;

(e) To replace such Award with other rights or property selected by the Administrator; and/or

(f) To provide that the Award will terminate and cannot vest, be exercised or become payable after the applicable event.

8.3 Administrative Stand Still. In the event of any pending share dividend, share split, combination or exchange of shares, merger, consolidation or
other distribution (other than normal cash dividends) of Company assets to shareholders, or any other extraordinary transaction or change affecting the Shares
or the share price of Common Stock, including any Equity Restructuring or any securities offering or other similar transaction, for administrative
convenience, the Administrator, with due observance of the division of authority described in Section 3.2 hereof, may refuse to permit the exercise of any
Award for up to sixty days before or after such transaction.



8.4 General. Except as expressly provided in the Plan or the Administrator’s action under the Plan, no Participant will have any rights due to any
subdivision or consolidation of Shares of any class, dividend payment, increase or decrease in the number of Shares of any class or dissolution, liquidation,
merger, or consolidation of the Company or other corporation. Except as expressly provided with respect to an Equity Restructuring under Section 8.1 above
or the Administrator’s action under the Plan, no issuance by the Company of Shares of any class, or securities convertible into Shares of any class, will affect,
and no adjustment will be made regarding, the number of Shares subject to an Award or the Award’s grant or exercise price. The existence of the Plan, any
Award Agreements and the Awards granted hereunder will not affect or restrict in any way the Company’s right or power to make or authorize (i) any
adjustment, recapitalization, reorganization or other change in the Company’s capital structure or its business, (ii) any merger, consolidation dissolution or
liquidation of the Company or sale of Company assets or (iii) any sale or issuance of securities, including securities with rights superior to those of the Shares
or securities convertible into or exchangeable for Shares. The Administrator may treat Participants and Awards (or portions thereof) differently under this
Article VIII.

ARTICLE IX.
GENERAL PROVISIONS APPLICABLE TO AWARDS

9.1 Transferability. Except as the Administrator may determine or provide in an Award Agreement or otherwise for Awards, Awards may not be sold,
assigned, transferred, pledged or otherwise encumbered, either voluntarily or by operation of law, except by will or the laws of descent and distribution, or,
subject to the Administrator’s consent, pursuant to a domestic relations order, and, during the life of the Participant, will be exercisable only by the
Participant. References to a Participant, to the extent relevant in the context, will include references to a Participant’s authorized transferee that the
Administrator specifically approves.

9.2 Documentation. Each Award will be evidenced in an Award Agreement, which may be written or electronic, as the Administrator determines. Each
Award may contain terms and conditions in addition to those set forth in the Plan.

9.3 Discretion. Except as the Plan otherwise provides, each Award may be made alone or in addition or in relation to any other Award. The terms of
each Award to a Participant need not be identical, and the Administrator need not treat Participants or Awards (or portions thereof) uniformly.

9.4 Withholding. Each Participant must pay the Company, or make provision satisfactory to the Administrator for payment of, any taxes required by
law to be withheld in connection with such Participant’s Awards by the date of the event creating the tax liability. The Company may deduct an amount
sufficient to satisfy such tax obligations based on the minimum statutory withholding rates (or such other rate as may be determined by the Company after
considering any accounting consequences or costs) from any payment of any kind otherwise due to a Participant. Subject to Section 10.7 and any Company
insider trading policy (including blackout periods), Participants may satisfy such tax obligations (i) in cash, by wire transfer of immediately available funds,
by check made payable to the order of the Company; provided, that, the Company may limit the use of one of the foregoing methods if one or more of the
exercise methods below is permitted, (ii) to the extent permitted by the Administrator, in whole or in part by delivery of Shares, including Shares retained
from the Award creating the tax obligation, valued at their Fair Market Value, (iii) if there is a public market for Shares at the time the tax obligations are
satisfied, unless the Company otherwise determines, (A) delivery (including telephonically to the extent permitted by the Company) of an irrevocable and
unconditional undertaking by a broker acceptable to the Company to deliver promptly to the Company sufficient funds to satisfy the tax obligations, or
(B) delivery by the Participant to the Company of a copy of irrevocable and unconditional instructions to a broker acceptable to the Company to deliver
promptly to the Company



cash or a check sufficient to satisfy the tax withholding; provided that such amount is paid to the Company at such time as may be required by the
Administrator, or (iv) to the extent permitted by the Company, any combination of the foregoing payment forms approved by the Administrator. If any tax
withholding obligation will be satisfied under clause (ii) of the immediately preceding sentence by the Company’s retention of Shares from the Award
creating the tax obligation and there is a public market for Shares at the time the tax obligation is satisfied, the Company may elect to instruct any brokerage
firm determined acceptable to the Company for such purpose to sell on the applicable Participant’s behalf some or all of the Shares retained and to remit the
proceeds of the sale to the Company or its designee, and each Participant’s acceptance of an Award under the Plan will constitute the Participant’s
authorization to the Company and instruction and authorization to such brokerage firm to complete the transactions described in this sentence.

9.5 Amendment of Award; Repricing. With due observance of the division of authority described in Section 3.2 hereof, the Administrator may amend,
modify or terminate any outstanding Award, including by substituting another Award of the same or a different type, changing the exercise or settlement date,
and converting an Incentive Stock Option to a Non-Qualified Stock Option. The Participant’s consent to such action will be required unless (i) the action,
taking into account any related action, does not materially and adversely affect the Participant’s rights under the Award, or (ii) the change is permitted under
Article VIII. Notwithstanding the foregoing or anything in the Plan to the contrary, the Administrator may not except pursuant to Article VIII, without the
approval of the shareholders of the Company, reduce the exercise price per share of outstanding Options or Stock Appreciation Rights or cancel outstanding
Options or Stock Appreciation Rights in exchange for cash, other Awards or Options or Stock Appreciation Rights with an exercise price per share that is less
than the exercise price per share of the original Options or Stock Appreciation Rights.

9.6 Conditions on Delivery of Shares. The Company will not be obligated to deliver any Shares under the Plan or remove restrictions from Shares
previously delivered under the Plan until (i) all Award conditions have been met or removed to the Company’s satisfaction, (ii) as determined by the
Company, all other legal matters regarding the issuance and delivery of such Shares have been satisfied, including any applicable securities laws and stock
exchange or stock market rules and regulations, and (iii) the Participant has executed and delivered to the Company such representations or agreements as the
Administrator deems necessary or appropriate to satisfy any Applicable Laws. The Company’s inability to obtain authority from any regulatory body having
jurisdiction, which the Administrator determines is necessary to the lawful issuance and sale of any securities, will relieve the Company of any liability for
failing to issue or sell such Shares as to which such requisite authority has not been obtained.

9.7 Acceleration. The Administrator may at any time provide that any Award will become immediately vested and fully or partially exercisable, free of
some or all restrictions or conditions, or otherwise fully or partially realizable.

9.8 Cash Payments. Cash payments made to Participants under the Plan will be made in the currency the Participant is ordinarily paid in.

ARTICLE X.
MISCELLANEOUS

10.1 No Right to Employment or Other Status. No person will have any claim or right to be granted an Award, and the grant of an Award will not be
construed as giving a Participant the right to continued employment or any other relationship with the Company. The Company expressly reserves the right at
any time to dismiss or otherwise terminate its relationship with a Participant free from any liability or claim under the Plan or any Award, except as expressly
provided in an Award Agreement.



10.2 No Rights as Shareholder; Certificates. Subject to the Award Agreement, no Participant or Designated Beneficiary will have any rights as a
shareholder with respect to any Shares to be distributed under an Award until becoming the record holder of such Shares. Notwithstanding any other provision
of the Plan, unless the Administrator otherwise determines or Applicable Laws require, the Company will not be required to deliver to any Participant
certificates evidencing Shares issued in connection with any Award and instead such Shares may be recorded in the books of the Company (or, as applicable,
its transfer agent or share plan administrator). The Company may place legends on share certificates issued under the Plan that the Administrator deems
necessary or appropriate to comply with Applicable Laws.

10.3 Effective Date and Term of Plan. Unless earlier terminated by the Board of Directors, the Plan will become effective on the day prior to the Public
Trading Date (the “Effective Date”) and will remain in effect until the tenth (10th) anniversary of the earlier of (i) the date the general meeting of shareholders
of the Company adopted the Plan or (ii) the date the Company’s shareholders approved the Plan, but Awards previously granted may extend beyond that date
in accordance with the Plan. No Awards may be granted under the Plan during any suspension period or after Plan termination.

10.4 Amendment of Plan. The Board of Directors, may amend, suspend or terminate the Plan at any time; provided that no amendment, other than an
increase to the Overall Share Limit, may materially and adversely affect any Award outstanding at the time of such amendment without the affected
Participant’s consent. Awards outstanding at the time of any Plan suspension or termination will continue to be governed by the Plan and the Award
Agreement, as in effect before such suspension or termination. The Administrator will obtain shareholder approval of any Plan amendment to the extent
necessary to comply with the Articles or Applicable Laws.

10.5 Provisions for Foreign Participants. The Administrator may modify Awards granted to Participants who are employed outside the Netherlands or
establish subplans or procedures under the Plan to address differences in laws, rules, regulations or customs of such foreign jurisdictions with respect to tax,
securities, currency, employee benefit or other matters.

10.6 Limitations on Liability. Notwithstanding any other provisions of the Plan, no individual acting as a director, officer, other employee or agent of
the Company or any Subsidiary will be liable to any Participant, former Participant, spouse, beneficiary, or any other person for any claim, loss, liability, or
expense incurred in connection with the Plan or any Award, and such individual will not be personally liable with respect to the Plan because of any contract
or other instrument executed in his or her capacity as an Administrator, director, officer, other employee or agent of the Company or any Subsidiary. The
Company will indemnify and hold harmless each director, officer, other employee and agent of the Company or any Subsidiary that has been or will be
granted or delegated any duty or power relating to the Plan’s administration or interpretation, against any cost or expense (including attorneys’ fees) or
liability (including any sum paid in settlement of a claim with the Administrator’s approval) arising from any act or omission concerning this Plan unless
arising from such person’s own fraud or bad faith.

10.7 Lock-Up Period. The Company may, at the request of any underwriter representative or otherwise, in connection with registering the offering of
any Company securities under the Securities Act, prohibit Participants from, directly or indirectly, selling or otherwise transferring any Shares or other
Company securities during a period of up to one hundred eighty days following the effective date of a Company registration statement filed under the
Securities Act, or such longer period as determined by the underwriter. During any such period and unless determined otherwise by the Administrator, a
Participant subject to tax in the Netherlands (i) shall not sell Shares under any circumstances and may not directly or indirectly assign, transfer, pledge or
otherwise encumber any Shares or take any action to avoid the impact of such restriction, (ii) shall, at the Administrator’s request, represent to the Company
that the



Participant has complied with these restrictions so that the Administrator may monitor Participant’s compliance and (iii) bear the risk of any potential
decrease of the market value of the shares during the Lock-Up period.

10.8 Data Privacy. As a condition for receiving any Award, each Participant explicitly and unambiguously consents to the collection, use and transfer,
in electronic or other form, of personal data as described in this section by and among the Company and its Subsidiaries and affiliates exclusively for, and to
the extent necessary, implementing, administering and managing the Participant’s participation in the Plan. To the extent necessary to execute and administer
the Plan, the Company and its Subsidiaries and affiliates may hold certain personal information about a Participant, including the Participant’s name, address
and telephone number; birthdate; social security, insurance number or other identification number; salary; nationality; job title(s); any Shares held in the
Company or its Subsidiaries and affiliates; and Award details, to implement, manage and administer the Plan and Awards (the “Data”). The Company and any
Subsidiaries and/or affiliates may transfer the Data amongst themselves to the extent necessary to implement, administer and manage a Participant’s
participation in the Plan, and the Company and its Subsidiaries and affiliates may transfer the Data to third parties assisting the Company with Plan
implementation, administration and management. These recipients may be located in the Participant’s country, or elsewhere, and the recipients’ country may
be a country outside the European Union not offering adequate protection of personal data. By accepting an Award, each Participant authorizes such
recipients to receive, possess, use, retain and transfer the Data, in electronic or other form, to implement, administer and manage the Participant’s
participation in the Plan, including any required Data transfer to a broker or other third party with whom the Company or the Participant may elect to deposit
any Shares. The Data related to a Participant will be held only as long as necessary to implement, administer, and manage the Participant’s participation in the
Plan, and in any event no longer than two (2) years thereafter, unless a longer storage period is required by law or governmental regulations or Company
policy. A Participant may, at any time, view the Data that the Company holds, or that was sent by the Company to a recipient, regarding such Participant,
request additional information about the storage and processing of the Data regarding such Participant, request any necessary corrections to the Data
regarding the Participant or refuse or withdraw the consents in this Section 10.8 in writing, without cost, by contacting the local human resources
representative. The Company may cancel Participant’s ability to participate in the Plan, including any forfeiture of any outstanding Awards, if the Participant
refuses or withdraws the consents in this Section 10.8 without any justified reason. For more information on the consequences of refusing or withdrawing
consent, Participants may contact their local human resources representative.

10.9 Severability. If any portion of the Plan or any action taken under it is held illegal or invalid for any reason, the illegality or invalidity will not
affect the remaining parts of the Plan, and the Plan will be construed and enforced as if the illegal or invalid provisions had been excluded, and the illegal or
invalid action will be null and void.

10.10 Governing Documents. If any contradiction occurs between the Plan and any Award Agreement or other written agreement between a Participant
and the Company (or any Subsidiary) that the Administrator has approved, the Plan will govern, unless it is expressly specified in such Award Agreement or
other written document that a specific provision of the Plan will not apply.

10.11 Governing Law. The Plan and all Awards will be governed by and interpreted in accordance with the laws of the Netherlands, disregarding any
state’s choice-of-law principles requiring the application of a jurisdiction’s laws other than the Netherlands.

10.12 Claw-back Provisions. All Awards (including any proceeds, gains or other economic benefit the Participant actually or constructively receives
upon receipt or exercise of any Award or the



receipt or resale of any Shares underlying the Award) will be subject to any Company claw-back policy, including any claw-back policy adopted to comply
with Applicable Laws (including the Corporate Governance Code, the Dodd-Frank Wall Street Reform and Consumer Protection Act and any rules or
regulations promulgated thereunder) as set forth in such claw-back policy or as a clause in the Award Agreement.

10.13 Unilateral Amendment. The Administrator reserves the right to unilaterally amend the conditions of the Plan and/or of an Award, subject to the
restrictions of the Articles or Applicable Law.

10.14 Titles and Headings. The titles and headings in the Plan are for convenience of reference only and, if any conflict, the Plan’s text, rather than such
titles or headings, will control.

10.15 Conformity to Securities Laws. Participant acknowledges that the Plan is intended to conform to the extent necessary with Applicable Laws.
Notwithstanding anything herein to the contrary, the Plan and all Awards will be administered only in conformance with Applicable Laws. To the extent
Applicable Laws permit, the Plan and all Award Agreements will be deemed amended as necessary to conform to Applicable Laws.

10.16 Relationship to Other Benefits. No payment under the Plan will be taken into account in determining any benefits under any pension, retirement,
savings, profit sharing, group insurance, welfare or other benefit plan of the Company or any Subsidiary except as expressly provided in writing in such other
plan or an agreement thereunder.

10.17 Broker-Assisted Sales. In the event of a broker-assisted sale of Shares in connection with the payment of amounts owed by a Participant under or
with respect to the Plan or Awards, including amounts to be paid under the final sentence of Section 9.4: (a) any Shares to be sold through the broker-assisted
sale will be sold on the day the payment first becomes due, or as soon thereafter as practicable; (b) such Shares may be sold as part of a block trade with other
Participants in the Plan in which all participants receive an average price; (c) the applicable Participant will be responsible for all broker’s fees and other costs
of sale, and by accepting an Award, each Participant agrees to indemnify and hold the Company harmless from any losses, costs, damages, or expenses
relating to any such sale; (d) to the extent the Company or its designee receives proceeds of such sale that exceed the amount owed, the Company will pay
such excess in cash to the applicable Participant as soon as reasonably practicable; (e) the Company and its designees are under no obligation to arrange for
such sale at any particular price; and (f) in the event the proceeds of such sale are insufficient to satisfy the Participant’s applicable obligation, the Participant
may be required to pay immediately upon demand to the Company or its designee an amount in cash sufficient to satisfy any remaining portion of the
Participant’s obligation.

ARTICLE XI.
DEFINITIONS

As used in the Plan, the following words and phrases will have the following meanings:

11.1 “Administrator” means the Board of Directors.

11.2 “Applicable Laws” means the requirements relating to the administration of equity incentive plans under the laws of the Netherlands, the
applicable rules of any stock exchange or quotation system on which the Common Stock is listed or quoted and the applicable laws and rules of any foreign
country or other jurisdiction where Awards are granted.



11.3 “Articles” means the Articles of Association of the Company, as amended from time to time.

11.4 “Award” means, individually or collectively, a grant under the Plan of Options, Stock Appreciation Rights, Restricted Stock, Restricted Stock
Units or Other Stock or Cash Based Awards.

11.5 “Award Agreement” means a written agreement evidencing an Award, which may be electronic, that contains such terms and conditions as the
Administrator determines, consistent with and subject to the terms and conditions of the Plan.

11.6 “Board of Directors” means the board of directors (bestuur) of the Company within the meaning of the Articles.

11.7 “Board Rules” means the Merus N.V. Rules of Procedure for the Board of Directors.

11.8 “Cause” means (a) if Participant is a party to a written employment, consulting or other agreement for service with the Company or any of its
Subsidiaries or an Award Agreement in which the term “cause” is defined (a “Relevant Agreement”), “Cause” as defined in the Relevant Agreement; plus
(i) an urgent cause (dringende reden) within the meaning of Section 7:677 juncto 7:678 of the DCC; (ii) a reasonable ground within the meaning of
Section 7:669, subsections 3 d, e, f, g and h of the DCC; provided, however with respect to grounds pursuant to 7:669, subsections 3 g and h of the DCC, if
such ground(s) is (are) predominantly attributable to the Participant; and (iii) if the employment, consulting or other agreement for the service of the
Participant with the Company or any of its Subsidiaries is governed by Foreign Laws, grounds which are the same or similar to those mentioned under the
preceding (a)(i) and(a)(ii); or (b) if no Relevant Agreement exists, “Cause” means (i) an urgent cause (dringende reden) within the meaning of Section 7:677
juncto 7:678 of the DCC; (ii) a reasonable ground within the meaning of Section 7:669, subsections 3 d, e, f, g and h of the DCC; provided, however with
respect to grounds pursuant to 7:669, subsections 3 g and h of the DCC, if such ground(s) is (are) predominantly attributable to the Participant; (iii) if the
employment, consulting or other agreement for the service of the Participant with the Company or any of its Subsidiaries is governed by Foreign Laws,
grounds which are the same or similar to those mentioned under the preceding (b)(i) and (b)(ii); (iv) Participant’s failure to substantially perform Participant’s
duties (other than a failure resulting from Participant’s Disability); (v) Participant’s failure to carry out, or comply with any lawful and reasonable directive of
the Board of Directors or Participant’s immediate supervisor; (vi) the occurrence of any act or omission by Participant that could reasonably be expected to
result in (or has resulted in) Participant’s conviction, plea of no contest, plea of nolo contendere, or imposition of unadjudicated probation for any felony or
indictable offense or crime involving moral turpitude; (vii) Participant’s unlawful use (including being under the influence) or possession of illegal drugs on
the premises of the Company or any of its Subsidiaries or while performing Participant’s duties and responsibilities for the Company or any of its
Subsidiaries; or (viii) Participant’s commission of an act of fraud, embezzlement, misappropriation, misconduct, or breach of fiduciary duty against the
Company or any of its Subsidiaries.

11.9 “Change in Control” means and includes each of the following:

(a) A transaction or series of transactions (other than an offering of Common Stock to the general public through a registration statement filed
with the Securities and Exchange Commission or a transaction or series of transactions that meets the requirements of clauses (i) and (ii) of subsection (b)
below) whereby any “person” or related “group” of “persons” (as such terms are used in Sections 13(d) and 14(d)(2) of the Exchange Act) (other than the
Company, any of its Subsidiaries, an employee benefit plan maintained by the Company or any of its Subsidiaries or a “person” that, prior to such transaction,
directly or indirectly controls, is controlled by, or is under common control with, the



Company) directly or indirectly acquires beneficial ownership (within the meaning of Rule 13d-3 under the Exchange Act) of securities of the Company
possessing more than 50% of the total combined voting power of the Company’s securities outstanding immediately after such acquisition; or

(b) The consummation by the Company (whether directly involving the Company or indirectly involving the Company through one or more
intermediaries) of (x) a merger, consolidation, reorganization, or business combination or (y) a sale or other disposition of all or substantially all of the
Company’s assets in any single transaction or series of related transactions or (z) the acquisition of assets or stock of another entity, in each case other than a
transaction:

(i) which results in the Company’s voting securities outstanding immediately before the transaction continuing to represent (either by
remaining outstanding or by being converted into voting securities of the Company or the person that, as a result of the transaction, controls, directly or
indirectly, the Company or owns, directly or indirectly, all or substantially all of the Company’s assets or otherwise succeeds to the business of the Company
(the Company or such person, the “Successor Entity”)) directly or indirectly, at least a majority of the combined voting power of the Successor Entity’s
outstanding voting securities immediately after the transaction, and

(ii) after which no person or group beneficially owns voting securities representing 50% or more of the combined voting power of the
Successor Entity; provided, however, that no person or group shall be treated for purposes of this clause (ii) as beneficially owning 50% or more of the
combined voting power of the Successor Entity solely as a result of the voting power held in the Company prior to the consummation of the transaction.

11.10 “Code” means the Internal Revenue Code of 1986, as amended, and the regulations issued thereunder.

11.11 “Committee” means one or more committees or subcommittees of the Board of Directors, which may include one or more members of the Board
of Directors or executive officers, to the extent Applicable Laws permit. To the extent required to comply with the provisions of Rule 16b-3, it is intended that
each member of the Committee will be, at the time the Committee takes any action with respect to an Award that is subject to Rule 16b-3, a “non-employee
director” within the meaning of Rule 16b-3; however, a Committee member’s failure to qualify as a “non-employee director” within the meaning of Rule
16b-3 will not invalidate any Award granted by the Committee that is otherwise validly granted under the Plan.

11.12 “Common Stock” means the common shares of the Company within the meaning of the Articles.

11.13 “Company” means Merus N.V., a Dutch public, limited liability company.

11.14 “Consultant” means any person, other than an Employee, or a member of the Board of Directors, including any adviser, engaged directly or
indirectly by the Company and/or any Subsidiary to render services to the Company and/or Subsidiary if such person: (i) renders bona fide services to the
Company; (ii) renders services not in connection with the offer or sale of securities in a capital-raising transaction and does not directly or indirectly promote
or maintain a market for the Company’s securities; and (iii) is a natural person.

11.15 “DCC” means the Dutch Civil Code.



11.16 “Designated Beneficiary” means the beneficiary or beneficiaries of the Participant designated pursuant to Applicable Laws, to receive amounts
due or exercise the Participant’s rights if the Participant dies or becomes incapacitated.

11.17 “Disability” means disability to perform work due to sickness within the meaning of Section 7:629 subsection 1 of the DCC or if the relevant
agreement of a Service Provider is governed by Foreign Laws, the equivalent of Section7:629 subsection 1 of the DCC under such Foreign Laws.

11.18 “Dividend Equivalents” means a right granted to a Participant under the Plan to receive the equivalent value (in cash or Shares) of dividends paid
on Shares.

11.19 “Employee” means any employee of the Company or its Subsidiaries within the meaning of Applicable Laws.

11.20 “Equity Restructuring” means a nonreciprocal transaction between the Company and its shareholders, such as a share dividend, share split,
spin-off or recapitalization through a large, nonrecurring cash dividend, that affects the number or kind of Shares (or other Company securities) or the share
price of Common Stock (or other Company securities) and causes a change in the per share value of the Common Stock underlying outstanding Awards.

11.21 “Exchange Act” means the United States Securities Exchange Act of 1934, as amended.

11.22 “Fair Market Value” means, as of any date, the value of Common Stock determined as follows: (i) if the Common Stock is listed on any
established stock exchange, its Fair Market Value will be the closing sales price for such Common Stock as quoted on such exchange for such date, or if no
sale occurred on such date, the last day preceding such date during which a sale occurred, as reported in The Wall Street Journal or another source the
Administrator deems reliable; (ii) if the Common Stock is not traded on a stock exchange but is quoted on a national market or other quotation system, the
closing sales price on such date, or if no sales occurred on such date, then on the last date preceding such date during which a sale occurred, as reported in
The Wall Street Journal or another source the Administrator deems reliable; or (iii) without an established market for the Common Stock, the Administrator
will determine the Fair Market Value in its discretion.

11.23 “Foreign Laws” means the laws of any jurisdiction other than the laws of the Netherlands.

11.24 “Incentive Stock Option” means an Option intended to qualify as an “incentive stock option” as defined in Section 422 of the Code.

11.25 “Non-Qualified Stock Option” means an Option not intended or not qualifying as an Incentive Stock Option.

11.26 “Option” means an option to purchase Shares.

11.27 “Other Stock or Cash Based Awards” means cash awards, awards of Shares, and other awards valued wholly or partially by referring to, or are
otherwise based on, Shares or other property.

11.28 “Overall Share Limit” means the sum of (i) 1,277,778 Shares and (ii) an annual increase on the first day of each calendar year beginning
January 1, 2017 and ending on and including January 1, 2026, equal to the least of (A) 4% of the aggregate number of shares of Common Stock outstanding
on the final day of the immediately preceding calendar year and (B) such smaller number of Shares as is determined by the Board of Directors.



11.29 “Participant” means a Service Provider who has been granted an Award.

11.30 “Performance Criteria” mean the criteria (and adjustments) that the Administrator may select for an Award to establish performance goals for a
performance period, which may include the following: net earnings or losses (either before or after one or more of interest, taxes, depreciation, amortization,
and non-cash equity-based compensation expense); gross or net sales or revenue or sales or revenue growth; net income (either before or after taxes) or
adjusted net income; profits (including but not limited to gross profits, net profits, profit growth, net operation profit or economic profit), profit return ratios
or operating margin; budget or operating earnings (either before or after taxes or before or after allocation of corporate overhead and bonus); cash flow
(including operating cash flow and free cash flow or cash flow return on capital); return on assets; return on capital or invested capital; cost of capital; return
on shareholders’ equity; total shareholder return; return on sales; costs, reductions in costs and cost control measures; expenses; working capital; earnings or
loss per share; adjusted earnings or loss per share; price per share or dividends per share (or appreciation in or maintenance of such price or dividends);
regulatory achievements or compliance; implementation, completion or attainment of objectives relating to research, development, regulatory, commercial, or
strategic milestones or developments; market share; economic value or economic value added models; division, group or corporate financial goals; customer
satisfaction/growth; customer service; employee satisfaction; recruitment and maintenance of personnel; human resources management; supervision of
litigation and other legal matters; strategic partnerships and transactions; financial ratios (including those measuring liquidity, activity, profitability or
leverage); debt levels or reductions; sales-related goals; financing and other capital raising transactions; cash on hand; acquisition activity; investment
sourcing activity; and marketing initiatives, any of which may be measured in absolute terms or as compared to any incremental increase or decrease. Such
performance goals also may be based solely by reference to the Company’s performance or the performance of a Subsidiary, division, business segment or
business unit of the Company or a Subsidiary, or based upon performance relative to performance of other companies or upon comparisons of any of the
indicators of performance relative to performance of other companies. The Committee may provide for exclusion of the impact of an event or occurrence
which the Committee determines should appropriately be excluded, including (a) restructurings, discontinued operations, extraordinary items, and other
unusual, infrequently occurring or non-recurring charges or events, (b) asset write-downs, (c) litigation or claim judgments or settlements, (d) acquisitions or
divestitures, (e) reorganization or change in the corporate structure or capital structure of the Company, (f) an event either not directly related to the operations
of the Company, Subsidiary, division, business segment or business unit or not within the reasonable control of management, (g) foreign exchange gains and
losses, (h) a change in the fiscal year of the Company, (i) the refinancing or repurchase of bank loans or debt securities, (j) unbudgeted capital expenditures,
(k) the issuance or repurchase of equity securities and other changes in the number of outstanding shares, (l) conversion of some or all of convertible
securities to Common Stock, (m) any business interruption event (n) the cumulative effects of tax or accounting changes in accordance with U.S. generally
accepted accounting principles, or (o) the effect of changes in other laws or regulatory rules affecting reported results.

11.31 “Plan” means this 2016 Incentive Award Plan.

11.32 “Prior Plans” means, collectively, the Merus B.V. 2010 Employee Option Plan and any prior equity incentive plans of the Company or its
predecessor.

11.33 “Prior Plan Award” means an award outstanding under the Prior Plans as of the Plan’s effective date in Section 10.3.



11.34 “Public Trading Date” means the first date upon which the Common Stock is listed (or approved for listing) upon notice of issuance on any
securities exchange or designated (or approved for designation) upon notice of issuance as a national market security on an interdealer quotation system, or, if
earlier, the date on which the Company becomes a “publicly held corporation” for purposes of Treasury Regulation Section 1.162-27(c)(1).

11.35 “Restricted Stock” means Shares awarded to a Participant under Article VI subject to certain vesting conditions and other restrictions.

11.36 “Restricted Stock Unit” means an unfunded, unsecured right to receive, on the applicable settlement date, one Share or an amount in cash or
other consideration determined by the Administrator to be of equal value as of such settlement date, subject to certain vesting conditions and other
restrictions.

11.37 “Rule 16b-3” means Rule 16b-3 promulgated under the Exchange Act.

11.38 “Securities Act” means the Securities Act of 1933, as amended.

11.39 “Service Provider” means an Employee, Consultant or member of the Board of Directors.

11.40 “Shares” means shares of Common Stock.

11.41 “Stock Appreciation Right” means a stock appreciation right granted under Article V.

11.42 “Subsidiary” means a subsidiary (dochtermaatschappij) within the meaning of Section 2:24a of the DCC.

11.43 “Substitute Awards” shall mean Awards granted or Shares issued by the Company in assumption of, or in substitution or exchange for, awards
previously granted, or the right or obligation to make future awards, in each case by a company acquired by the Company or any Subsidiary or with which the
Company or any Subsidiary combines.

11.44 “Termination of Service” means the date the Participant ceases to be a Service Provider.

* * * * *
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MERUS N.V.
2016 INCENTIVE AWARD PLAN

UNITED STATES ADDENDUM

Capitalized terms not specifically defined in this United States Addendum (the “US Addendum”) have the meanings given to them in the 2016
Incentive Award Plan (as amended from time to time, the “Plan”) of Merus N.V. (the “Company”).

Pursuant to Section 10.5 of the Plan, the Administrator has adopted this US Addendum which contains additional terms and conditions of the Plan
applicable to Participants residing in the United States. To the extent not impacted by this US Addendum, the Plan shall remain unchanged and in full force
and effect according to its terms.

ARTICLE XII.
INCENTIVE STOCK OPTIONS

12.1 Incentive Stock Option Limitations. Notwithstanding anything to the contrary in the Plan, no more than 1,277,778 Shares may be issued pursuant
to the exercise of Incentive Stock Options.

12.2 Terms of Incentive Stock Options. The Administrator may grant Incentive Stock Options only to employees of the Company, any of its present or
future parent or subsidiary corporations, as defined in Sections 424(e) or (f) of the Code, respectively, and any other entities the employees of which are
eligible to receive Incentive Stock Options under the Code. If an Incentive Stock Option is granted to a Greater Than 10% Shareholder, the exercise price will
not be less than 110% of the Fair Market Value on the Option’s grant date, and the term of the Option will not exceed five years. All Incentive Stock Options
will be subject to and construed consistently with Section 422 of the Code. By accepting an Incentive Stock Option, the Participant agrees to give prompt
notice to the Company of dispositions or other transfers (other than in connection with a Change in Control) of Shares acquired under the Option made within
(i) two years from the grant date of the Option or (ii) one year after the transfer of such Shares to the Participant, specifying the date of the disposition or other
transfer and the amount the Participant realized, in cash, other property, assumption of indebtedness or other consideration, in such disposition or other
transfer. Neither the Company nor the Administrator will be liable to a Participant, or any other party, if an Incentive Stock Option fails or ceases to qualify as
an “incentive stock option” under Section 422 of the Code. Any Incentive Stock Option or portion thereof that fails to qualify as an “incentive stock option”
under Section 422 of the Code for any reason, including becoming exercisable with respect to Shares having a fair market value exceeding the $100,000
limitation under Treasury Regulation Section 1.422-4, will be a Non-Qualified Stock Option.

ARTICLE XIII.
SECTION 409A

13.1 General. The Company intends that all Awards be structured to comply with, or be exempt from, Section 409A, such that no adverse tax
consequences, interest, or penalties under Section 409A apply. Notwithstanding anything in the Plan or any Award Agreement to the contrary, the
Administrator may, without a Participant’s consent, amend the Plan, this US Addendum or Awards, adopt policies and procedures, or take any other actions
(including amendments, policies, procedures and retroactive actions) as are necessary or appropriate to preserve the intended tax treatment of Awards,



including any such actions intended to (A) exempt the Plan, this US Addendum or any Award from Section 409A, or (B) comply with Section 409A,
including regulations, guidance, compliance programs and other interpretative authority that may be issued after an Award’s grant date. The Company makes
no representations or warranties as to an Award’s tax treatment under Section 409A or otherwise. The Company will have no obligation under this Section 2.1
or otherwise to avoid the taxes, penalties or interest under Section 409A with respect to any Award and will have no liability to any Participant or any other
person if any Award, compensation or other benefits under the Plan are determined to constitute noncompliant “nonqualified deferred compensation” subject
to taxes, penalties or interest under Section 409A.

13.2 Separation from Service. If an Award constitutes “nonqualified deferred compensation” under Section 409A, any payment or settlement of such
Award upon a termination of a Participant’s Service Provider relationship will, to the extent necessary to avoid taxes under Section 409A, be made only upon
the Participant’s “separation from service” (within the meaning of Section 409A), whether such “separation from service” occurs upon or after the termination
of the Participant’s Service Provider relationship. For purposes of the Plan, this US Addendum or any Award Agreement relating to any such payments or
benefits, references to a “termination,” “termination of employment” or like terms means a “separation from service.”

13.3 Payments to Specified Employees. Notwithstanding any contrary provision in the Plan, this US Addendum or any Award Agreement, any
payment(s) of “nonqualified deferred compensation” required to be made under an Award to a “specified employee” (as defined under Section 409A and as
the Administrator determines) due to his or her “separation from service” will, to the extent necessary to avoid taxes under Section 409A(a)(2)(B)(i) of the
Code, be delayed for the six-month period immediately following such “separation from service” (or, if earlier, until the specified employee’s death) and will
instead be paid (as set forth in the Award Agreement) on the day immediately following such six-month period or as soon as administratively practicable
thereafter (without interest). Any payments of “nonqualified deferred compensation” under such Award payable more than six months following the
Participant’s “separation from service” will be paid at the time or times the payments are otherwise scheduled to be made.

13.4 Change in Control.

(a) Notwithstanding the definition of “Change in Control” contained in Section 11.7 of the Plan, if a Change in Control constitutes a payment
event with respect to any Award (or portion of any Award) that provides for the deferral of compensation that is subject to Section 409A, to the extent
required to avoid the imposition of additional taxes under Section 409A, the transaction or event described in subsection (a) or (b) of Section 11.7 of the Plan
with respect to such Award (or portion thereof) shall only constitute a Change in Control for purposes of the payment timing of such Award if such
transaction also constitutes a “change in control event,” as defined in Treasury Regulation Section 1.409A-3(i)(5).

(b) The Administrator shall have full and final authority, which shall be exercised in its discretion, to determine conclusively whether a Change
in Control has occurred pursuant to the above definition, the date of the occurrence of such Change in Control and any incidental matters relating thereto;
provided that any exercise of authority in conjunction with a determination of whether a Change in Control is a “change in control event” as defined in
Treasury Regulation Section 1.409A-3(i)(5) shall be consistent with such regulation.

13.5 Restricted Stock Units. Pursuant to Section 6.3(a) of the Plan, the Administrator may provide that settlement of Restricted Stock Units will occur
upon or as soon as reasonably practicable



after the Restricted Stock Units vest or will instead be deferred, on a mandatory basis or at the Participant’s election; provided, that the Administrator shall
make such determination in a manner intended to comply with Section 409A.

ARTICLE XIV.
DEFINITIONS

14.1 “Greater Than 10% Shareholder” means an individual then owning (within the meaning of Section 424(d) of the Code) more than 10% of the
total combined voting power of all share classes of the Company or its parent or subsidiary corporation, as defined in Section 424(e) and (f) of the Code,
respectively.

14.2 “Section 409A” means Section 409A of the Code and all regulations, guidance, compliance programs and other interpretative authority thereunder.

* * * * *



MERUS N.V.
2016 INCENTIVE AWARD PLAN

STOCK OPTION GRANT NOTICE

Capitalized terms not specifically defined in this Stock Option Grant Notice (the “Grant Notice”) have the meanings given to them in the 2016
Incentive Award Plan (as amended from time to time, the “Plan”) of Merus N.V. (the “Company”).

The Company has granted to the participant listed below (“Participant”) the stock option described in this Grant Notice (the “Option”), subject to the
terms and conditions of the Plan and the Stock Option Agreement attached as Exhibit A (the “Agreement”), both of which are incorporated into this Grant
Notice by reference.
 

Participant:   

Grant Date:   

Exercise Price per Share:   

Shares Subject to the Option:   

Final Expiration Date:   

Vesting Commencement Date:   

Vesting Schedule:   [To be specified in individual award agreements]

By Participant’s signature below, Participant agrees to be bound by the terms of this Grant Notice, the Plan and the Agreement. Participant has
reviewed the Plan, this Grant Notice and the Agreement in their entirety, has had an opportunity to obtain the advice of counsel prior to executing this Grant
Notice and fully understands all provisions of the Plan, this Grant Notice and the Agreement. Participant hereby agrees to accept as binding, conclusive and
final all decisions or interpretations of the Administrator upon any questions arising under the Plan, this Grant Notice or the Agreement.

PARTIES:
 
MERUS N.V.   PARTICIPANT

By:      

Name:    [Participant Name]

Title:     



STOCK OPTION AGREEMENT

Capitalized terms not specifically defined in this Agreement have the meanings specified in the Grant Notice or, if not defined in the Grant Notice, in
the Plan.

ARTICLE XV.
GENERAL

15.1 Grant of Option. The Company has granted to Participant the Option effective as of the grant date set forth in the Grant Notice (the “Grant Date”).

15.2 Incorporation of Terms of Plan. The Option is subject to the terms and conditions set forth in this Agreement and the Plan, which is incorporated
herein by reference. In the event of any inconsistency between the Plan and this Agreement, the terms of the Plan will control.

ARTICLE XVI.
PERIOD OF EXERCISABILITY

16.1 Commencement of Exercisability. The Option will vest and become exercisable according to the vesting schedule in the Grant Notice (the
“Vesting Schedule”) except that any fraction of a Share as to which the Option would be vested or exercisable will be accumulated and will vest and become
exercisable only when a whole Share has accumulated. Notwithstanding anything in the Grant Notice, the Plan or this Agreement to the contrary, unless the
Administrator otherwise determines, the Option will immediately expire and be forfeited as to any portion that is not vested and exercisable as of Participant’s
Termination of Service for any reason.

16.2 Duration of Exercisability. The Vesting Schedule is cumulative. Any portion of the Option which vests and becomes exercisable will remain
vested and exercisable until the Option expires. The Option will be forfeited immediately upon its expiration.

16.3 Expiration of Option. The Option may not be exercised to any extent by anyone after, and will expire on, the first of the following to occur:

(a) The final expiration date in the Grant Notice;

(b) Except as the Administrator may otherwise approve, the expiration of three (3) months from the date of Participant’s Termination of Service,
unless Participant’s Termination of Service is for Cause or by reason of Participant’s death or Disability;

(c) Except as the Administrator may otherwise approve, the expiration of one (1) year from the date of Participant’s Termination of Service by
reason of Participant’s death or Disability; and

(d) Except as the Administrator may otherwise approve, Participant’s Termination of Service for Cause or the initiation of such Termination of
Service by giving notice of termination, by requesting termination by the court or otherwise (e.g. a written proposal for termination by mutual consent).



ARTICLE XVII.
EXERCISE OF OPTION

17.1 Person Eligible to Exercise. During Participant’s lifetime, only Participant may exercise the Option. After Participant’s death, any exercisable
portion of the Option may, prior to the time the Option expires, be exercised by Participant’s Designated Beneficiary as provided in the Plan.

17.2 Partial Exercise. Any exercisable portion of the Option or the entire Option, if then wholly exercisable, may be exercised, in whole or in part,
according to the procedures in the Plan at any time prior to the time the Option or portion thereof expires, except that the Option may only be exercised for
whole Shares.

17.3 Tax Withholding.

(a) The Company has the right and option, but not the obligation, to treat Participant’s failure to provide timely payment in accordance with the
Plan of any withholding tax arising in connection with the Option as Participant’s election to satisfy all or any portion of the withholding tax by requesting the
Company retain Shares otherwise issuable under the Option.

(b) Participant acknowledges that Participant is ultimately liable and responsible for all taxes owed in connection with the Option, regardless of
any action the Company or any Subsidiary takes with respect to any tax withholding obligations that arise in connection with the Option. Neither the
Company nor any Subsidiary makes any representation or undertaking regarding the treatment of any tax withholding in connection with the awarding,
vesting or exercise of the Option or the subsequent sale of Shares. The Company and the Subsidiaries do not commit and are under no obligation to structure
the Option to reduce or eliminate Participant’s tax liability.

ARTICLE XVIII.
OTHER PROVISIONS

18.1 Adjustments. Participant acknowledges that the Option is subject to adjustment, modification and termination in certain events as provided in this
Agreement and the Plan.

18.2 Notices. Any notice to be given under the terms of this Agreement to the Company must be in writing and addressed to the Company in care of the
Company’s Secretary at the Company’s principal office or the Secretary’s then-current email address or facsimile number. Any notice to be given under the
terms of this Agreement to Participant must be in writing and addressed to Participant (or, if Participant is then deceased, to the person entitled to exercise the
Option) at Participant’s last known mailing address, email address or facsimile number in the Company’s personnel files. By a notice given pursuant to this
Section, either party may designate a different address for notices to be given to that party. Any notice will be deemed duly given when actually received,
when sent by email, when sent by certified mail (return receipt requested) and deposited with postage prepaid in a post office or branch post office regularly
maintained by the United States Postal Service, when delivered by a nationally recognized express shipping company or upon receipt of a facsimile
transmission confirmation.

18.3 Titles. Titles are provided herein for convenience only and are not to serve as a basis for interpretation or construction of this Agreement.

18.4 Conformity to Securities Laws. Participant acknowledges that the Plan, the Grant Notice and this Agreement are intended to conform to the extent
necessary with all Applicable Laws and, to the extent Applicable Laws permit, will be deemed amended as necessary to conform to Applicable Laws.



18.5 Successors and Assigns. The Company may assign any of its rights under this Agreement to single or multiple assignees, and this Agreement will
inure to the benefit of the successors and assigns of the Company. Subject to the restrictions on transfer set forth in the Plan, this Agreement will be binding
upon and inure to the benefit of the heirs, legatees, legal representatives, successors and assigns of the parties hereto.

18.6 Limitations Applicable to Section 16 Persons. Notwithstanding any other provision of the Plan or this Agreement, if Participant is subject to
Section 16 of the Exchange Act, the Plan, the Grant Notice, this Agreement and the Option will be subject to any additional limitations set forth in any
applicable exemptive rule under Section 16 of the Exchange Act (including any amendment to Rule 16b-3) that are requirements for the application of such
exemptive rule. To the extent Applicable Laws permit, this Agreement will be deemed amended as necessary to conform to such applicable exemptive rule.

18.7 Entire Agreement. The Plan, the Grant Notice and this Agreement (including any exhibit hereto) constitute the entire agreement of the parties and
supersede in their entirety all prior undertakings and agreements of the Company and Participant with respect to the subject matter hereof.

18.8 Agreement Severable. In the event that any provision of the Grant Notice or this Agreement is held illegal or invalid, the provision will be
severable from, and the illegality or invalidity of the provision will not be construed to have any effect on, the remaining provisions of the Grant Notice or
this Agreement.

18.9 Limitation on Participant’s Rights. Participation in the Plan confers no rights or interests other than as herein provided. This Agreement creates
only a contractual obligation on the part of the Company as to amounts payable and may not be construed as creating a trust. Neither the Plan nor any
underlying program, in and of itself, has any assets. Participant will have only the rights of a general unsecured creditor of the Company with respect to
amounts credited and benefits payable, if any, with respect to the Option, and rights no greater than the right to receive the Shares as a general unsecured
creditor with respect to the Option, as and when exercised pursuant to the terms hereof.

18.10 Not a Contract of Employment. Nothing in the Plan, the Grant Notice or this Agreement confers upon Participant any right to continue in the
employ or service of the Company or any Subsidiary or interferes with or restricts in any way the rights of the Company and its Subsidiaries, which rights are
hereby expressly reserved, to discharge or terminate the services of Participant at any time for any reason whatsoever, with or without Cause, except to the
extent expressly provided otherwise in a written agreement between the Company or a Subsidiary and Participant.

18.11 Claw-back. The Administrator may, in its sole reasonable discretion, deem the outcome of a remuneration component granted to the Participant
under this Agreement unreasonable either because the same has been based on incorrect information (including but not limited to financial information) or in
light of special circumstances. In such cases, the Administrator is entitled to adjust such component up- or downwards. If, in the event of such downward
adjustment, the Options have already been exercised, the Company is entitled to reclaim what payments consequential to such downward adjustment was
unduly paid either in cash compensation or in Shares.

18.12 Counterparts. The Grant Notice may be executed in one or more counterparts, including by way of any electronic signature, subject to Applicable
Law, each of which will be deemed an original and all of which together will constitute one instrument.

* * * * *



MERUS N.V.
2016 INCENTIVE AWARD PLAN

RESTRICTED STOCK GRANT NOTICE

Capitalized terms not specifically defined in this Restricted Stock Grant Notice (the “Grant Notice”) have the meanings given to them in the 2016
Incentive Award Plan (as amended from time to time, the “Plan”) of Merus N.V. (the “Company”).

The Company has granted to the participant listed below (“Participant”) the shares of Restricted Stock described in this Grant Notice (the “Restricted
Shares”), subject to the terms and conditions of the Plan and the Restricted Stock Agreement attached as Exhibit A (the “Agreement”), both of which are
incorporated into this Grant Notice by reference.
 

Participant:   

Grant Date:   

Number of Restricted Shares:   

Vesting Commencement Date:   

Vesting Schedule:   [To be specified in individual award agreements]

By Participant’s signature below, Participant agrees to be bound by the terms of this Grant Notice, the Plan and the Agreement. Participant has
reviewed the Plan, this Grant Notice and the Agreement in their entirety, has had an opportunity to obtain the advice of counsel prior to executing this Grant
Notice and fully understands all provisions of the Plan, this Grant Notice and the Agreement. Participant hereby agrees to accept as binding, conclusive and
final all decisions or interpretations of the Administrator upon any questions arising under the Plan, this Grant Notice or the Agreement.

PARTIES:
 
MERUS N.V.   PARTICIPANT

By:      

Name:    [Participant Name]

Title:     



RESTRICTED STOCK AGREEMENT

Capitalized terms not specifically defined in this Agreement have the meanings specified in the Grant Notice or, if not defined in the Grant Notice, in
the Plan.

ARTICLE XIX.
GENERAL

19.1 Issuance of Restricted Shares. The Company will issue the Restricted Shares to the Participant effective as of the grant date set forth in the Grant
Notice and will cause (a) a stock certificate or certificates representing the Restricted Shares to be registered in Participant’s name or (b) the Restricted Shares
to be held in book-entry form. If a stock certificate is issued, the certificate will be delivered to, and held in accordance with this Agreement by, the Company
or its authorized representatives and will bear the restrictive legends required by this Agreement. If the Restricted Shares are held in book-entry form, then the
book-entry will indicate that the Restricted Shares are subject to the restrictions of this Agreement.

19.2 Incorporation of Terms of Plan. The Restricted Shares are subject to the terms and conditions set forth in this Agreement and the Plan, which is
incorporated herein by reference. In the event of any inconsistency between the Plan and this Agreement, the terms of the Plan will control.

ARTICLE XX.
VESTING, FORFEITURE AND ESCROW

20.1 Vesting. The Restricted Shares will become vested Shares (the “Vested Shares”) according to the vesting schedule in the Grant Notice except that
any fraction of a Share that would otherwise become a Vested Share will be accumulated and will become a Vested Share only when a whole Vested Share has
accumulated.

20.2 Forfeiture. In the event of Participant’s Termination of Service for any reason, Participant will immediately and automatically forfeit to the
Company any Shares that are not Vested Shares (the “Unvested Shares”) at the time of Participant’s Termination of Service, except as otherwise determined
by the Administrator or provided in a binding written agreement between Participant and the Company. Upon forfeiture of Unvested Shares, the Company
will become the legal and beneficial owner of the Unvested Shares and all related interests and Participant will have no further rights with respect to the
Unvested Shares.

20.3 Escrow.

(a) Unvested Shares will be held by the Company or its authorized representatives until (i) they are forfeited, (ii) they become Vested Shares or
(iii) this Agreement is no longer in effect. By accepting this Award, Participant appoints the Company and its authorized representatives as Participant’s
attorney(s)-in-fact to take all actions necessary to effect any transfer of forfeited Unvested Shares (and Retained Distributions (as defined below), if any, paid
on such forfeited Unvested Shares) to the Company as may be required pursuant to the Plan or this Agreement and to execute such representations or other
documents or assurances as the Company or such representatives deem necessary or advisable in connection with any such transfer. The Company, or its
authorized representative, will not be liable for any good faith act or omission with respect to the holding in escrow or transfer of the Restricted Shares.



(b) All cash dividends and other distributions made or declared with respect to Unvested Shares (“Retained Distributions”) will be held by the
Company until the time (if ever) when the Unvested Shares to which such Retained Distributions relate become Vested Shares. The Company will establish a
separate Retained Distribution bookkeeping account (“Retained Distribution Account”) for each Unvested Share with respect to which Retained
Distributions have been made or declared in cash and credit the Retained Distribution Account (without interest) on the date of payment with the amount of
such cash made or declared with respect to the Unvested Share. Retained Distributions (including any Retained Distribution Account balance) will
immediately and automatically be forfeited upon forfeiture of the Unvested Share with respect to which the Retained Distributions were paid or declared.

(c) As soon as reasonably practicable following the date on which an Unvested Share becomes a Vested Share, the Company will (i) cause the
certificate (or a new certificate without the legend required by this Agreement, if Participant so requests) representing the Share to be delivered to Participant
or, if the Share is held in book-entry form, cause the notations indicating the Share is subject to the restrictions of this Agreement to be removed and (ii) pay
to Participant the Retained Distributions relating to the Share.

20.4 Rights as Stockholder. Except as otherwise provided in this Agreement or the Plan, upon issuance of the Restricted Shares by the Company,
Participant will have all the rights of a stockholder with respect to the Restricted Shares, including the right to vote the Restricted Shares and to receive
dividends or other distributions paid or made with respect to the Restricted Shares.

ARTICLE XXI.
TAXATION AND TAX WITHHOLDING

21.1 Representation. Participant represents to the Company that Participant has reviewed with Participant’s own tax advisors the tax consequences of
the Restricted Shares and the transactions contemplated by the Grant Notice and this Agreement. Participant is relying solely on such advisors and not on any
statements or representations of the Company or any of its agents.

21.2 Tax Withholding.

(a) The Company has the right and option, but not the obligation, to treat Participant’s failure to provide timely payment in accordance with the
Plan of any withholding tax arising in connection with the Restricted Shares as Participant’s election to satisfy all or any portion of the withholding tax by
requesting the Company retain Shares otherwise deliverable under the Award.

(b) Participant acknowledges that Participant is ultimately liable and responsible for all taxes owed in connection with the Restricted Shares,
regardless of any action the Company or any Subsidiary takes with respect to any tax withholding obligations that arise in connection with the Restricted
Shares. Neither the Company nor any Subsidiary makes any representation or undertaking regarding the treatment of any tax withholding in connection with
the awarding, vesting or payment of the Restricted Shares or the subsequent sale of the Restricted Shares. The Company and the Subsidiaries do not commit
and are under no obligation to structure this Award to reduce or eliminate Participant’s tax liability.



ARTICLE XXII.
RESTRICTIVE LEGENDS AND TRANSFERABILITY

22.1 Legends. Any certificate representing a Restricted Share will bear the following legend until the Restricted Share becomes a Vested Share:

THE SHARES REPRESENTED BY THIS CERTIFICATE ARE SUBJECT TO FORFEITURE IN FAVOR OF THE COMPANY AND MAY
BE TRANSFERRED ONLY IN ACCORDANCE WITH THE TERMS OF A RESTRICTED STOCK AGREEMENT BETWEEN THE
COMPANY AND THE STOCKHOLDER, A COPY OF WHICH IS ON FILE WITH THE SECRETARY OF THE COMPANY.

22.2 Transferability. The Restricted Shares and any Retained Distributions are subject to the restrictions on transfer in the Plan and may not be sold,
assigned or transferred in any manner unless and until they become Vested Shares. Any attempted transfer or disposition of Unvested Shares or related
Retained Distributions prior to the time the Unvested Shares become Vested Shares will be null and void. The Company will not be required to (a) transfer on
its books any Restricted Share that has been sold or otherwise transferred in violation of this Agreement or (b) treat as owner of such Restricted Share or
accord the right to vote or pay dividends to any purchaser or other transferee to whom such Restricted Share has been so transferred. The Company may issue
appropriate “stop transfer” instructions to its transfer agent, if any, or make appropriate notations to the same effect in its records.

ARTICLE XXIII.
OTHER PROVISIONS

23.1 Adjustments. Participant acknowledges that the Restricted Shares are subject to adjustment, modification and termination in certain events as
provided in this Agreement and the Plan.

23.2 Notices. Any notice to be given under the terms of this Agreement to the Company must be in writing and addressed to the Company in care of the
Company’s Secretary at the Company’s principal office or the Secretary’s then-current email address or facsimile number. Any notice to be given under the
terms of this Agreement to Participant must be in writing and addressed to Participant at Participant’s last known mailing address, email address or facsimile
number in the Company’s personnel files. By a notice given pursuant to this Section, either party may designate a different address for notices to be given to
that party. Any notice will be deemed duly given when actually received, when sent by email, when sent by certified mail (return receipt requested) and
deposited with postage prepaid in a post office or branch post office regularly maintained by the United States Postal Service, when delivered by a nationally
recognized express shipping company or upon receipt of a facsimile transmission confirmation.

23.3 Titles. Titles are provided herein for convenience only and are not to serve as a basis for interpretation or construction of this Agreement.

23.4 Conformity to Securities Laws. Participant acknowledges that the Plan, the Grant Notice and this Agreement are intended to conform to the extent
necessary with all Applicable Laws and, to the extent Applicable Laws permit, will be deemed amended as necessary to conform to Applicable Laws.

23.5 Successors and Assigns. The Company may assign any of its rights under this Agreement to single or multiple assignees, and this Agreement will
inure to the benefit of the successors and assigns of the Company. Subject to the restrictions on transfer set forth in this Agreement or the Plan, this
Agreement will be binding upon and inure to the benefit of the heirs, legatees, legal representatives, successors and assigns of the parties hereto.

23.6 Limitations Applicable to Section 16 Persons. Notwithstanding any other provision of the Plan or this Agreement, if Participant is subject to
Section 16 of the Exchange Act, the Plan, the Grant Notice, this Agreement and the Restricted Shares will be subject to any additional limitations set forth in
any applicable exemptive rule under Section 16 of the Exchange Act (including any amendment to Rule 16b-3)



that are requirements for the application of such exemptive rule. To the extent Applicable Laws permit, this Agreement will be deemed amended as necessary
to conform to such applicable exemptive rule.

23.7 Entire Agreement. The Plan, the Grant Notice and this Agreement (including any exhibit hereto) constitute the entire agreement of the parties and
supersede in their entirety all prior undertakings and agreements of the Company and Participant with respect to the subject matter hereof.

23.8 Agreement Severable. In the event that any provision of the Grant Notice or this Agreement is held illegal or invalid, the provision will be
severable from, and the illegality or invalidity of the provision will not be construed to have any effect on, the remaining provisions of the Grant Notice or
this Agreement.

23.9 Limitation on Participant’s Rights. Participation in the Plan confers no rights or interests other than as herein provided. This Agreement creates
only a contractual obligation on the part of the Company as to amounts payable and may not be construed as creating a trust. Neither the Plan nor any
underlying program, in and of itself, has any assets. Participant will have only the rights of a general unsecured creditor of the Company with respect to
amounts credited and benefits payable, if any, with respect to the Award.

23.10 Not a Contract of Employment. Nothing in the Plan, the Grant Notice or this Agreement confers upon Participant any right to continue in the
employ or service of the Company or any Subsidiary or interferes with or restricts in any way the rights of the Company and its Subsidiaries, which rights are
hereby expressly reserved, to discharge or terminate the services of Participant at any time for any reason whatsoever, with or without cause, except to the
extent expressly provided otherwise in a written agreement between the Company or a Subsidiary and Participant.

23.11 Claw-back. The Administrator may, in its sole reasonable discretion, deem the outcome of a remuneration component granted to the Participant
under this Agreement unreasonable either because the same has been based on incorrect information (including but not limited to financial information) or in
light of special circumstances. In such cases, the Administrator is entitled to adjust such component up- or downwards. If, in the event of such downward
adjustment, payment in Shares and/or in cash has already been made by the Company to the Participant, the Company is entitled to reclaim what payments
consequential to such downward adjustment was unduly paid.

23.12 Counterparts. The Grant Notice may be executed in one or more counterparts, including by way of any electronic signature, subject to Applicable
Law, each of which will be deemed an original and all of which together will constitute one instrument.

* * * * *



MERUS N.V.
2016 INCENTIVE AWARD PLAN

RESTRICTED STOCK GRANT NOTICE

Capitalized terms not specifically defined in this Restricted Stock Grant Notice (the “Grant Notice”) have the meanings given to them in the 2016
Incentive Award Plan (as amended from time to time, the “Plan”) of Merus N.V. (the “Company”).

The Company has granted to the participant listed below (“Participant”) the shares of Restricted Stock described in this Grant Notice (the “Restricted
Shares”), subject to the terms and conditions of the Plan and the Restricted Stock Agreement attached as Exhibit A (the “Agreement”), both of which are
incorporated into this Grant Notice by reference.
 

Participant:   

Grant Date:   

Number of Restricted Shares:   

Vesting Commencement Date:   

Vesting Schedule:   [To be specified in individual award agreements]

By Participant’s signature below, Participant agrees to be bound by the terms of this Grant Notice, the Plan and the Agreement. Participant has
reviewed the Plan, this Grant Notice and the Agreement in their entirety, has had an opportunity to obtain the advice of counsel prior to executing this Grant
Notice and fully understands all provisions of the Plan, this Grant Notice and the Agreement. Participant hereby agrees to accept as binding, conclusive and
final all decisions or interpretations of the Administrator upon any questions arising under the Plan, this Grant Notice or the Agreement.

PARTIES:
 
MERUS N.V.   PARTICIPANT

By:      

Name:    [Participant Name]

Title:     



RESTRICTED STOCK AGREEMENT

Capitalized terms not specifically defined in this Agreement have the meanings specified in the Grant Notice or, if not defined in the Grant Notice, in
the Plan.

ARTICLE XXIV.
GENERAL

24.1 Issuance of Restricted Shares. The Company will issue the Restricted Shares to the Participant effective as of the grant date set forth in the Grant
Notice and will cause (a) a stock certificate or certificates representing the Restricted Shares to be registered in Participant’s name or (b) the Restricted Shares
to be held in book-entry form. If a stock certificate is issued, the certificate will be delivered to, and held in accordance with this Agreement by, the Company
or its authorized representatives and will bear the restrictive legends required by this Agreement. If the Restricted Shares are held in book-entry form, then the
book-entry will indicate that the Restricted Shares are subject to the restrictions of this Agreement.

24.2 Incorporation of Terms of Plan. The Restricted Shares are subject to the terms and conditions set forth in this Agreement and the Plan, which is
incorporated herein by reference. In the event of any inconsistency between the Plan and this Agreement, the terms of the Plan will control.

ARTICLE XXV.
VESTING, FORFEITURE AND ESCROW

25.1 Vesting. The Restricted Shares will become vested Shares (the “Vested Shares”) according to the vesting schedule in the Grant Notice except that
any fraction of a Share that would otherwise become a Vested Share will be accumulated and will become a Vested Share only when a whole Vested Share has
accumulated.

25.2 Forfeiture. In the event of Participant’s Termination of Service for any reason, Participant will immediately and automatically forfeit to the
Company any Shares that are not Vested Shares (the “Unvested Shares”) at the time of Participant’s Termination of Service, except as otherwise determined
by the Administrator or provided in a binding written agreement between Participant and the Company. Upon forfeiture of Unvested Shares, the Company
will become the legal and beneficial owner of the Unvested Shares and all related interests and Participant will have no further rights with respect to the
Unvested Shares.

25.3 Escrow.

(a) Unvested Shares will be held by the Company or its authorized representatives until (i) they are forfeited, (ii) they become Vested Shares or
(iii) this Agreement is no longer in effect. By accepting this Award, Participant appoints the Company and its authorized representatives as Participant’s
attorney(s)-in-fact to take all actions necessary to effect any transfer of forfeited Unvested Shares (and Retained Distributions (as defined below), if any, paid
on such forfeited Unvested Shares) to the Company as may be required pursuant to the Plan or this Agreement and to execute such representations or other
documents or assurances as the Company or such representatives deem necessary or advisable in connection with any such transfer. The Company, or its
authorized representative, will not be liable for any good faith act or omission with respect to the holding in escrow or transfer of the Restricted Shares.



(b) All cash dividends and other distributions made or declared with respect to Unvested Shares (“Retained Distributions”) will be held by the
Company until the time (if ever) when the Unvested Shares to which such Retained Distributions relate become Vested Shares. The Company will establish a
separate Retained Distribution bookkeeping account (“Retained Distribution Account”) for each Unvested Share with respect to which Retained
Distributions have been made or declared in cash and credit the Retained Distribution Account (without interest) on the date of payment with the amount of
such cash made or declared with respect to the Unvested Share. Retained Distributions (including any Retained Distribution Account balance) will
immediately and automatically be forfeited upon forfeiture of the Unvested Share with respect to which the Retained Distributions were paid or declared.

(c) As soon as reasonably practicable following the date on which an Unvested Share becomes a Vested Share, the Company will (i) cause the
certificate (or a new certificate without the legend required by this Agreement, if Participant so requests) representing the Share to be delivered to Participant
or, if the Share is held in book-entry form, cause the notations indicating the Share is subject to the restrictions of this Agreement to be removed and (ii) pay
to Participant the Retained Distributions relating to the Share.

25.4 Rights as Stockholder. Except as otherwise provided in this Agreement or the Plan, upon issuance of the Restricted Shares by the Company,
Participant will have all the rights of a stockholder with respect to the Restricted Shares, including the right to vote the Restricted Shares and to receive
dividends or other distributions paid or made with respect to the Restricted Shares.

ARTICLE XXVI.
TAXATION AND TAX WITHHOLDING

26.1 Representation. Participant represents to the Company that Participant has reviewed with Participant’s own tax advisors the tax consequences of
the Restricted Shares and the transactions contemplated by the Grant Notice and this Agreement. Participant is relying solely on such advisors and not on any
statements or representations of the Company or any of its agents.

26.2 Tax Withholding.

(a) The Company has the right and option, but not the obligation, to treat Participant’s failure to provide timely payment in accordance with the
Plan of any withholding tax arising in connection with the Restricted Shares as Participant’s election to satisfy all or any portion of the withholding tax by
requesting the Company retain Shares otherwise deliverable under the Award.

(b) Participant acknowledges that Participant is ultimately liable and responsible for all taxes owed in connection with the Restricted Shares,
regardless of any action the Company or any Subsidiary takes with respect to any tax withholding obligations that arise in connection with the Restricted
Shares. Neither the Company nor any Subsidiary makes any representation or undertaking regarding the treatment of any tax withholding in connection with
the awarding, vesting or payment of the Restricted Shares or the subsequent sale of the Restricted Shares. The Company and the Subsidiaries do not commit
and are under no obligation to structure this Award to reduce or eliminate Participant’s tax liability.



ARTICLE XXVII.
RESTRICTIVE LEGENDS AND TRANSFERABILITY

27.1 Legends. Any certificate representing a Restricted Share will bear the following legend until the Restricted Share becomes a Vested Share:

THE SHARES REPRESENTED BY THIS CERTIFICATE ARE SUBJECT TO FORFEITURE IN FAVOR OF THE COMPANY AND MAY
BE TRANSFERRED ONLY IN ACCORDANCE WITH THE TERMS OF A RESTRICTED STOCK AGREEMENT BETWEEN THE
COMPANY AND THE STOCKHOLDER, A COPY OF WHICH IS ON FILE WITH THE SECRETARY OF THE COMPANY.

27.2 Transferability. The Restricted Shares and any Retained Distributions are subject to the restrictions on transfer in the Plan and may not be sold,
assigned or transferred in any manner unless and until they become Vested Shares. Any attempted transfer or disposition of Unvested Shares or related
Retained Distributions prior to the time the Unvested Shares become Vested Shares will be null and void. The Company will not be required to (a) transfer on
its books any Restricted Share that has been sold or otherwise transferred in violation of this Agreement or (b) treat as owner of such Restricted Share or
accord the right to vote or pay dividends to any purchaser or other transferee to whom such Restricted Share has been so transferred. The Company may issue
appropriate “stop transfer” instructions to its transfer agent, if any, or make appropriate notations to the same effect in its records.

ARTICLE XXVIII.
OTHER PROVISIONS

28.1 Adjustments. Participant acknowledges that the Restricted Shares are subject to adjustment, modification and termination in certain events as
provided in this Agreement and the Plan.

28.2 Notices. Any notice to be given under the terms of this Agreement to the Company must be in writing and addressed to the Company in care of the
Company’s Secretary at the Company’s principal office or the Secretary’s then-current email address or facsimile number. Any notice to be given under the
terms of this Agreement to Participant must be in writing and addressed to Participant at Participant’s last known mailing address, email address or facsimile
number in the Company’s personnel files. By a notice given pursuant to this Section, either party may designate a different address for notices to be given to
that party. Any notice will be deemed duly given when actually received, when sent by email, when sent by certified mail (return receipt requested) and
deposited with postage prepaid in a post office or branch post office regularly maintained by the United States Postal Service, when delivered by a nationally
recognized express shipping company or upon receipt of a facsimile transmission confirmation.

28.3 Titles. Titles are provided herein for convenience only and are not to serve as a basis for interpretation or construction of this Agreement.

28.4 Conformity to Securities Laws. Participant acknowledges that the Plan, the Grant Notice and this Agreement are intended to conform to the extent
necessary with all Applicable Laws and, to the extent Applicable Laws permit, will be deemed amended as necessary to conform to Applicable Laws.

28.5 Successors and Assigns. The Company may assign any of its rights under this Agreement to single or multiple assignees, and this Agreement will
inure to the benefit of the successors and assigns of the Company. Subject to the restrictions on transfer set forth in this Agreement or the Plan, this
Agreement will be binding upon and inure to the benefit of the heirs, legatees, legal representatives, successors and assigns of the parties hereto.

28.6 Limitations Applicable to Section 16 Persons. Notwithstanding any other provision of the Plan or this Agreement, if Participant is subject to
Section 16 of the Exchange Act, the Plan, the Grant Notice, this Agreement and the Restricted Shares will be subject to any additional limitations set forth in
any applicable exemptive rule under Section 16 of the Exchange Act (including any amendment to Rule



16b-3) that are requirements for the application of such exemptive rule. To the extent Applicable Laws permit, this Agreement will be deemed amended as
necessary to conform to such applicable exemptive rule.

28.7 Entire Agreement. The Plan, the Grant Notice and this Agreement (including any exhibit hereto) constitute the entire agreement of the parties and
supersede in their entirety all prior undertakings and agreements of the Company and Participant with respect to the subject matter hereof.

28.8 Agreement Severable. In the event that any provision of the Grant Notice or this Agreement is held illegal or invalid, the provision will be
severable from, and the illegality or invalidity of the provision will not be construed to have any effect on, the remaining provisions of the Grant Notice or
this Agreement.

28.9 Limitation on Participant’s Rights. Participation in the Plan confers no rights or interests other than as herein provided. This Agreement creates
only a contractual obligation on the part of the Company as to amounts payable and may not be construed as creating a trust. Neither the Plan nor any
underlying program, in and of itself, has any assets. Participant will have only the rights of a general unsecured creditor of the Company with respect to
amounts credited and benefits payable, if any, with respect to the Award.

28.10 Not a Contract of Employment. Nothing in the Plan, the Grant Notice or this Agreement confers upon Participant any right to continue in the
employ or service of the Company or any Subsidiary or interferes with or restricts in any way the rights of the Company and its Subsidiaries, which rights are
hereby expressly reserved, to discharge or terminate the services of Participant at any time for any reason whatsoever, with or without cause, except to the
extent expressly provided otherwise in a written agreement between the Company or a Subsidiary and Participant.

28.11 Claw-back. The Administrator may, in its sole reasonable discretion, deem the outcome of a remuneration component granted to the Participant
under this Agreement unreasonable either because the same has been based on incorrect information (including but not limited to financial information) or in
light of special circumstances. In such cases, the Administrator is entitled to adjust such component up- or downwards. If, in the event of such downward
adjustment, payment in Shares and/or in cash has already been made by the Company to the Participant, the Company is entitled to reclaim what payments
consequential to such downward adjustment was unduly paid.

28.12 Counterparts. The Grant Notice may be executed in one or more counterparts, including by way of any electronic signature, subject to Applicable
Law, each of which will be deemed an original and all of which together will constitute one instrument.

* * * * *



MERUS N.V.
2016 INCENTIVE AWARD PLAN

RESTRICTED STOCK UNIT GRANT NOTICE

Capitalized terms not specifically defined in this Restricted Stock Unit Grant Notice (the “Grant Notice”) have the meanings given to them in the 2016
Incentive Award Plan (as amended from time to time, the “Plan”) of Merus N.V. (the “Company”).

The Company has granted to the participant listed below (“Participant”) the Restricted Stock Units described in this Grant Notice (the “RSUs”),
subject to the terms and conditions of the Plan and the Restricted Stock Unit Agreement attached as Exhibit A (the “Agreement”), both of which are
incorporated into this Grant Notice by reference.
 

 Participant:   

 Grant Date:   

 Number of RSUs:   

 Vesting Commencement Date:   

 Vesting Schedule:   [To be specified in individual award agreements]

By Participant’s signature below, Participant agrees to be bound by the terms of this Grant Notice, the Plan and the Agreement. Participant has
reviewed the Plan, this Grant Notice and the Agreement in their entirety, has had an opportunity to obtain the advice of counsel prior to executing this Grant
Notice and fully understands all provisions of the Plan, this Grant Notice and the Agreement. Participant hereby agrees to accept as binding, conclusive and
final all decisions or interpretations of the Administrator upon any questions arising under the Plan, this Grant Notice or the Agreement.

PARTIES:
 
MERUS N.V.   PARTICIPANT

By:      

Name:     [Participant Name]

Title:     



RESTRICTED STOCK UNIT AGREEMENT

Capitalized terms not specifically defined in this Agreement have the meanings specified in the Grant Notice or, if not defined in the Grant Notice, in
the Plan.

ARTICLE XXIX.
GENERAL

29.1 Award of RSUs and Dividend Equivalents.

(a) The Company has granted the RSUs to Participant effective as of the grant date set forth in the Grant Notice (the “Grant Date”). Each RSU
represents the right to receive one Share or, at the option of the Company, an amount of cash, in either case, as set forth in this Agreement. Participant will
have no right to the distribution of any Shares or payment of any cash until the time (if ever) the RSUs have vested.

(b) The Company hereby grants to Participant, with respect to each RSU, a Dividend Equivalent for ordinary cash dividends paid to substantially
all holders of outstanding Shares with a record date after the Grant Date and prior to the date the applicable RSU is settled, forfeited or otherwise expires.
Each Dividend Equivalent entitles Participant to receive the equivalent value of any such ordinary cash dividends paid on a single Share. The Company will
establish a separate Dividend Equivalent bookkeeping account (a “Dividend Equivalent Account”) for each Dividend Equivalent and credit the Dividend
Equivalent Account (without interest) on the applicable dividend payment date with the amount of any such cash paid.

29.2 Incorporation of Terms of Plan. The RSUs are subject to the terms and conditions set forth in this Agreement and the Plan, which is incorporated
herein by reference. In the event of any inconsistency between the Plan and this Agreement, the terms of the Plan will control.

29.3 Unsecured Promise. The RSUs and Dividend Equivalents will at all times prior to settlement represent an unsecured Company obligation payable
only from the Company’s general assets.

ARTICLE XXX.
VESTING; FORFEITURE AND SETTLEMENT

30.1 Vesting; Forfeiture. The RSUs will vest according to the vesting schedule in the Grant Notice except that any fraction of an RSU that would
otherwise be vested will be accumulated and will vest only when a whole RSU has accumulated. In the event of Participant’s Termination of Service for any
reason, all unvested RSUs will immediately and automatically be cancelled and forfeited, except as otherwise determined by the Administrator or provided in
a binding written agreement between Participant and the Company. Dividend Equivalents (including any Dividend Equivalent Account balance) will vest or
be forfeited, as applicable, upon the vesting or forfeiture of the RSU with respect to which the Dividend Equivalent (including the Dividend Equivalent
Account) relates.

30.2 Settlement.

(a) RSUs and Dividend Equivalents (including any Dividend Equivalent Account balance) will be paid in Shares or cash at the Company’s option
as soon as administratively practicable after the vesting of the applicable RSU, but in no event more than sixty (60) days after the RSU’s vesting date.
Notwithstanding the foregoing, the Company may delay any payment under this Agreement that the Company reasonably determines would violate
Applicable Law until the earliest date the Company
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reasonably determines the making of the payment will not cause such a violation (in accordance with Treasury Regulation Section 1.409A-2(b)(7)(ii)),
provided the Company reasonably believes the delay will not result in the imposition of excise taxes under Section 409A.

(b) If an RSU is paid in cash, the amount of cash paid with respect to the RSU will equal the Fair Market Value of a Share on the day
immediately preceding the payment date. If a Dividend Equivalent is paid in Shares, the number of Shares paid with respect to the Dividend Equivalent will
equal the quotient, rounded down to the nearest whole Share, of the Dividend Equivalent Account balance divided by the Fair Market Value of a Share on the
day immediately preceding the payment date.

ARTICLE XXXI.
TAXATION AND TAX WITHHOLDING

31.1 Representation. Participant represents to the Company that Participant has reviewed with Participant’s own tax advisors the tax consequences of
this Award and the transactions contemplated by the Grant Notice and this Agreement. Participant is relying solely on such advisors and not on any
statements or representations of the Company or any of its agents.

31.2 Tax Withholding.

(a) The Company has the right and option, but not the obligation, to treat Participant’s failure to provide timely payment in accordance with the
Plan of any withholding tax arising in connection with the RSUs or Dividend Equivalents as Participant’s election to satisfy all or any portion of the
withholding tax by requesting the Company retain Shares otherwise issuable under the Award.

(b) Participant acknowledges that Participant is ultimately liable and responsible for all taxes owed in connection with the RSUs and the
Dividend Equivalents, regardless of any action the Company or any Subsidiary takes with respect to any tax withholding obligations that arise in connection
with the RSUs or Dividend Equivalents. Neither the Company nor any Subsidiary makes any representation or undertaking regarding the treatment of any tax
withholding in connection with the awarding, vesting or payment of the RSUs or the Dividend Equivalents or the subsequent sale of Shares. The Company
and the Subsidiaries do not commit and are under no obligation to structure the RSUs or Dividend Equivalents to reduce or eliminate Participant’s tax
liability.

ARTICLE XXXII.
OTHER PROVISIONS

32.1 Adjustments. Participant acknowledges that the RSUs, the Shares subject to the RSUs and the Dividend Equivalents are subject to adjustment,
modification and termination in certain events as provided in this Agreement and the Plan.

32.2 Notices. Any notice to be given under the terms of this Agreement to the Company must be in writing and addressed to the Company in care of the
Company’s Secretary at the Company’s principal office or the Secretary’s then-current email address or facsimile number. Any notice to be given under the
terms of this Agreement to Participant must be in writing and addressed to Participant at Participant’s last known mailing address, email address or facsimile
number in the Company’s personnel files. By a notice given pursuant to this Section, either party may designate a different address for notices to be given to
that party. Any notice will be deemed duly given when actually received, when sent by email, when sent by certified mail (return receipt requested) and
deposited with postage prepaid in a post office or branch post office regularly maintained by the United States Postal Service, when delivered by a nationally
recognized express shipping company or upon receipt of a facsimile transmission confirmation.
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32.3 Titles. Titles are provided herein for convenience only and are not to serve as a basis for interpretation or construction of this Agreement.

32.4 Conformity to Securities Laws. Participant acknowledges that the Plan, the Grant Notice and this Agreement are intended to conform to the extent
necessary with all Applicable Laws and, to the extent Applicable Laws permit, will be deemed amended as necessary to conform to Applicable Laws.

32.5 Successors and Assigns. The Company may assign any of its rights under this Agreement to single or multiple assignees, and this Agreement will
inure to the benefit of the successors and assigns of the Company. Subject to the restrictions on transfer set forth in the Plan, this Agreement will be binding
upon and inure to the benefit of the heirs, legatees, legal representatives, successors and assigns of the parties hereto.

32.6 Limitations Applicable to Section 16 Persons. Notwithstanding any other provision of the Plan or this Agreement, if Participant is subject to
Section 16 of the Exchange Act, the Plan, the Grant Notice, this Agreement, the RSUs and the Dividend Equivalents will be subject to any additional
limitations set forth in any applicable exemptive rule under Section 16 of the Exchange Act (including any amendment to Rule 16b-3) that are requirements
for the application of such exemptive rule. To the extent Applicable Laws permit, this Agreement will be deemed amended as necessary to conform to such
applicable exemptive rule.

32.7 Entire Agreement. The Plan, the Grant Notice and this Agreement (including any exhibit hereto) constitute the entire agreement of the parties and
supersede in their entirety all prior undertakings and agreements of the Company and Participant with respect to the subject matter hereof.

32.8 Agreement Severable. In the event that any provision of the Grant Notice or this Agreement is held illegal or invalid, the provision will be
severable from, and the illegality or invalidity of the provision will not be construed to have any effect on, the remaining provisions of the Grant Notice or
this Agreement.

32.9 Limitation on Participant’s Rights. Participation in the Plan confers no rights or interests other than as herein provided. This Agreement creates
only a contractual obligation on the part of the Company as to amounts payable and may not be construed as creating a trust. Neither the Plan nor any
underlying program, in and of itself, has any assets. Participant will have only the rights of a general unsecured creditor of the Company with respect to
amounts credited and benefits payable, if any, with respect to the RSUs and Dividend Equivalents, and rights no greater than the right to receive cash or the
Shares as a general unsecured creditor with respect to the RSUs and Dividend Equivalents, as and when settled pursuant to the terms of this Agreement.

32.10 Not a Contract of Employment. Nothing in the Plan, the Grant Notice or this Agreement confers upon Participant any right to continue in the
employ or service of the Company or any Subsidiary or interferes with or restricts in any way the rights of the Company and its Subsidiaries, which rights are
hereby expressly reserved, to discharge or terminate the services of Participant at any time for any reason whatsoever, with or without Cause, except to the
extent expressly provided otherwise in a written agreement between the Company or a Subsidiary and Participant.

32.11 Claw-back. The Administrator may, in its sole reasonable discretion, deem the outcome of a remuneration component granted to the Participant
under this Agreement unreasonable either because the same has been based on incorrect information (including but not limited to financial information) or in
light of special circumstances. In such cases, the Administrator is entitled to adjust such component up- or downwards. If, in the event of such downward
adjustment, payment in Shares and/or in cash has already been made by the Company to the Participant, the Company is entitled to reclaim what payments
consequential to such downward adjustment was unduly paid.
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32.12 Counterparts. The Grant Notice may be executed in one or more counterparts, including by way of any electronic signature, subject to Applicable
Law, each of which will be deemed an original and all of which together will constitute one instrument.

* * * * *
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Exhibit 99.12
 

MERUS N.V.
2016 INCENTIVE AWARD PLAN

ARTICLE I.
PURPOSE

The Plan’s purpose is to enhance the Company’s ability to attract, retain and motivate persons who make (or are expected to make) important
contributions to the Company by providing these individuals with equity ownership opportunities. Capitalized terms used in the Plan are defined in Article
XI.

ARTICLE II.
ELIGIBILITY

Service Providers are eligible to be granted Awards under the Plan, subject to the limitations
described herein.

ARTICLE III.
ADMINISTRATION AND DELEGATION

3.1 Administration. The Plan is administered by the Administrator.

3.2 Grant Authority. Subject to the conditions and limitations in the Plan and Applicable Laws, (a) the Supervisory Board of Directors has authority to
grant Awards and set Award terms and conditions for Service Providers that are members of the Management Board, and (b) the Management Board has
authority to grant Awards and set Award terms and conditions for any other Service Providers who are not members of the Supervisory Board. The members.
The non-executive directors of the Supervisory Board of Directors will be granted Awards in accordance with the Merus N.V. Supervisory Board
MemberNon-Executive Directors Compensation Program as determined by the general meeting of shareholders of the Company.

3.3 With due observance of the division of authority described in Section 3.2 hereof, theThe Administrator has the authority to take all actions and
make all determinations under the Plan, to interpret the Plan and Award Agreements on behalf of the Company and to adopt, amend and repeal Plan
administrative rules, guidelines and practices as it deems advisable. The Administrator may correct defects and ambiguities, supply omissions and reconcile
inconsistencies in the Plan or any Award as it deems necessary or appropriate to administer the Plan and any Awards. The Administrator’s determinations
under the Plan are in its sole discretion. Notwithstanding anything in the Plan to the contrary, all actions taken by the Management Board of Directors under
the Plan shall be subject to the conditions and limitations set forth in the ManagementArticles and the Board Rules of Procedure.

3.4 Appointment of Committees. To the extent the Articles and Applicable Laws permit, the Management Board and/or the Supervisory Boardof
Directors may delegate any or all of its powers under the Plan to one or more Committees or officers of the Company or any of its Subsidiaries. The
Management Board or the Supervisory Board, respectivelyBoard of Directors, may abolish any Committee it established or re-vest in itself any previously
delegated authority at any time.



ARTICLE IV.
SHARES AVAILABLE FOR AWARDS

4.1 Number of Shares. Subject to adjustment under Article VIII and the terms of this Article IV, Awards may be made under the Plan covering up to the
Overall Share Limit. As of the Plan’s effective date under Section 10.3, the Company will cease granting awards under the Prior Plans; however, Prior Plan
Awards will remain subject to the terms of the applicable Prior Plan. Shares issued under the Plan may consist of authorized but unissued Shares, Shares
purchased on the open market or treasury Shares.

4.2 Share Recycling. If all or any part of an Award expires, lapses or is terminated, exchanged for cash, surrendered, repurchased, canceled without
having been fully exercised or forfeited, in any case, in a manner that results in the Company acquiring Shares covered by the Award at a price not greater
than the price (as adjusted to reflect any Equity Restructuring) paid by the Participant for such Shares or not issuing any Shares covered by the Award, the
unused Shares covered by the Award will again be available for Award grants under the Plan. Further, Shares delivered (either by actual delivery or
attestation) to the Company by a Participant to satisfy the applicable exercise or purchase price of an Award and/or to satisfy any applicable tax withholding
obligation (including Shares retained by the Company from the Award being exercised or purchased and/or creating the tax obligation) will again be available
for Award grants under the Plan. The payment of Dividend Equivalents in cash in conjunction with any outstanding Awards shall not count against the
Overall Share Limit.

4.3 Substitute Awards. With due observance of the division of authority described in Section 3.2 hereof, in connection with an entity’s merger or
consolidation with the Company or the Company’s acquisition of an entity’s property or stock, the Administrator may grant Awards in substitution for any
options or other stock or stock-based awards granted before such merger or consolidation by such entity or its affiliate. Substitute Awards may be granted on
such terms as the Administrator deems appropriate, notwithstanding limitations on Awards in the Plan. Substitute Awards will not count against the Overall
Share Limit (nor shall Shares subject to a Substitute Award be added to the Shares available for Awards under the Plan as provided above), except that Shares
acquired by exercise of substitute Incentive Stock Options will count against the maximum number of Shares that may be issued pursuant to the exercise of
Incentive Stock Options under the Plan. Additionally, in the event that a company acquired by the Company or any Subsidiary or with which the Company or
any Subsidiary combines has shares available under a pre-existing plan approved by stockholders and not adopted in contemplation of such acquisition or
combination, the shares available for grant pursuant to the terms of such pre-existing plan (as adjusted, to the extent appropriate, using the exchange ratio or
other adjustment or valuation ratio or formula used in such acquisition or combination to determine the consideration payable to the holders of common stock
of the entities party to such acquisition or combination) may be used for Awards under the Plan and shall not reduce the Shares authorized for grant under the
Plan (and Shares subject to such Awards shall not be added to the Shares available for Awards under the Plan as provided above); provided that Awards using
such available shares shall not be made after the date awards or grants could have been made under the terms of the pre-existing plan, absent the acquisition
or combination, and shall only be made to individuals who were not Employees or members of the Management Board or Supervisory Boardof Directors
prior to such acquisition or combination.

ARTICLE V.
STOCK OPTIONS AND STOCK APPRECIATION RIGHTS

5.1 General. With due observance of the division of authority described in Section 3.2 hereof, the Administrator (i) may grant Options or Stock
Appreciation Rights to Service Providers subject to the limitations in the Plan, including any limitations in the Plan that apply to Incentive Stock Options, and
(ii) will determine the number of Shares covered by each Option and Stock Appreciation Right, the exercise price of each Option and Stock Appreciation
Right and the conditions and limitations applicable to the exercise of each Option and Stock Appreciation Right. A Stock Appreciation Right will



entitle the Participant (or other person entitled to exercise the Stock Appreciation Right) to receive from the Company upon exercise of the exercisable
portion of the Stock Appreciation Right an amount determined by multiplying the excess, if any, of the Fair Market Value of one Share on the date of exercise
over the exercise price per Share of the Stock Appreciation Right by the number of Shares with respect to which the Stock Appreciation Right is exercised,
subject to any limitations of the Plan or that the Administrator may impose and payable in cash, Shares valued at Fair Market Value or a combination of the
two as the Administrator may determine or provide in the Award Agreement.

5.2 Exercise Price. The Administrator will establish each Option’s and Stock Appreciation Right’s exercise price and specify the exercise price in the
Award Agreement. Unless otherwise determined by the Administrator, the exercise price will not be less than 100% of the Fair Market Value on the grant date
of the Option or Stock Appreciation Right. Notwithstanding the foregoing, if on the last day of the term of an Option or Stock Appreciation Right the Fair
Market Value of one Share exceeds the applicable exercise or base price per Share, the Participant has not exercised the Option or Stock Appreciation Right
and remains employed by the Company or one of its Subsidiaries and the Option or Stock Appreciation Right has not expired, the Option or Stock
Appreciation Right shall be deemed to have been exercised by the Participant on such day with payment made by withholding Shares otherwise issuable in
connection with its exercise. In such event, the Company shall deliver to the Participant the number of Shares for which the Option or Stock Appreciation
Right was deemed exercised, less the number of Shares required to be withheld for the payment of the total purchase price and required withholding taxes;
provided, however, any fractional Share shall be settled in cash.

5.3 Duration of Options. Each Option or Stock Appreciation Right will be exercisable at such times and as specified in the Award Agreement, provided
that the term of an Option or Stock Appreciation Right will not exceed ten (10) years. Notwithstanding the foregoing and unless determined otherwise by the
Company, in the event that on the last business day of the term of an Option or Stock Appreciation Right (other than an Incentive Stock Option) (i) the
exercise of the Option or Stock Appreciation Right is prohibited by Applicable Law, as determined by the Company, or (ii) Shares may not be purchased or
sold by the applicable current or former Service Provider due to any Company insider trading policy (including blackout periods) or a “lock-up” agreement
undertaken in connection with an issuance of securities by the Company, the term of the Option or Stock Appreciation Right shall be extended for a period of
thirty (30) days following the end of the legal prohibition, black-out period or lock-up agreement, as determined by the Company; provided, however, in no
event shall the extension last beyond the ten year term of the applicable Option or Stock Appreciation Right unless the exercise would violate an Applicable
Law. Notwithstanding the foregoing, if the Participant, prior to the end of the term of an Option or Stock Appreciation Right, violates the non-competition,
non-solicitation or confidentiality provisions of any employment contract, confidentiality and nondisclosure agreement or other agreement between the
Participant and the Company or any of its Subsidiaries, the right to exercise the Option or Stock Appreciation Right, as applicable, may, as determined by the
Administrator, terminate immediately upon such violation. In addition, if, prior to the end of the term of an Option or Stock Appreciation Right, the
Participant is given notice by the Company or any of its Subsidiaries of the termination of his or her employment or other service relationship, or the
employment or other service relationship is otherwise terminated for Cause, the right to exercise the Option or Stock Appreciation Right, as applicable, shall
be suspended from the time of the delivery of such notice or, in the event of other termination, as of the initiation thereof, until the earlier of (i) such time as it
is determined or otherwise agreed that the Participant’s employment or other relationship shall not be terminated for Cause or (ii) the effective date of the
initiation of such termination of employment or other relationship (in which case the right to exercise the Option or Stock Appreciation Right, as applicable,
shall terminate immediately upon the effective date of such termination of employment or other service relationship).



5.4 Exercise. Options and Stock Appreciation Rights may be exercised by delivering to the Company a written notice of exercise, in a form the
Administrator approves (which may be electronic), signed by the person authorized to exercise the Option or Stock Appreciation Right, together with, as
applicable, payment in full (i) as specified in Section 5.5 for the number of Shares for which the Award is exercised and (ii) as specified in Section 9.4 for any
applicable taxes. Unless the Administrator otherwise determines, an Option or Stock Appreciation Right may not be exercised for a fraction of a Share.

5.5 Payment Upon Exercise. Subject to Section 10.7, any Company insider trading policy (including blackout periods) and Applicable Laws, the
exercise price of an Option must be paid by:

(a) cash, wire transfer of immediately available funds or by check payable to the order of the Company; provided, that, the Company may limit
the use of one of the foregoing exercise methods if one or more of the exercise methods below is permitted;

(b) if there is a public market for Shares at the time of exercise, unless the Company otherwise determines, (A) delivery (including telephonically
to the extent permitted by the Company) of an irrevocable and unconditional undertaking by a broker acceptable to the Company to deliver promptly to the
Company sufficient funds to pay the exercise price, or (B) the Participant’s delivery to the Company of a copy of irrevocable and unconditional instructions to
a broker acceptable to the Company to deliver promptly to the Company cash or a check sufficient to pay the exercise price; provided that such amount is
paid to the Company at such time as may be required by the Administrator;

(c) to the extent permitted by the Administrator, delivery (either by actual delivery or attestation) of Shares owned by the Participant valued at
their Fair Market Value;

(d) to the extent permitted by the Administrator, surrendering Shares then issuable upon the Option’s exercise valued at their Fair Market Value
on the exercise date;

(e) to the extent permitted by the Administrator, delivery of a promissory note or any other property that the Administrator determines is good
and valuable consideration; or

(f) to the extent permitted by the Company, any combination of the above payment forms approved by the Administrator.

ARTICLE VI.
RESTRICTED STOCK; RESTRICTED STOCK UNITS

6.1 General. With due observance of the division of authority described in Section 3.2 hereof, the Administrator may grant Restricted Stock, or the right
to purchase Restricted Stock, to any Service Provider, subject to the Company’s right to repurchase all or part of such shares at their issue price or other stated
or formula price from the Participant (or to require forfeiture of such shares) if conditions the Administrator specifies in the Award Agreement are not
satisfied before the end of the applicable restriction period or periods that the Administrator establishes for such Award. In addition, the Administrator may
grant to Service Providers Restricted Stock Units, which may be subject to vesting and forfeiture conditions during the applicable restriction period or
periods, as set forth in an Award Agreement. The Administrator will determine and set forth in the Award Agreement the terms and conditions for each
Restricted Stock and Restricted Stock Unit Award, subject to the conditions and limitations contained in the Plan.



6.2 Restricted Stock.

(a) Dividends. Participants holding shares of Restricted Stock will be entitled to all ordinary cash dividends paid with respect to such Shares,
unless the Administrator provides otherwise in the Award Agreement. In addition, unless the Administrator provides otherwise, if any dividends or
distributions are paid in Shares, or consist of a dividend or distribution to holders of Common Stock of property other than an ordinary cash dividend, the
Shares or other property will be subject to the same restrictions on transferability and forfeitability as the shares of Restricted Stock with respect to which they
were paid.

(b) Share Certificates. The Company may require that the Participant deposit in escrow with the Company (or its designee) any share certificates
issued in respect of shares of Restricted Stock, together with a share power endorsed in blank.

6.3 Restricted Stock Units.

(a) Settlement. The Administrator may provide that settlement of Restricted Stock Units will occur upon or as soon as reasonably practicable
after the Restricted Stock Units vest or will instead be deferred, on a mandatory basis or at the Participant’s election.

(b) Shareholder Rights. A Participant will have no rights of a shareholder with respect to Shares subject to any Restricted Stock Unit unless and
until the Shares are delivered in settlement of the Restricted Stock Unit.

(c) Dividend Equivalents. If the Administrator provides, a grant of Restricted Stock Units may provide a Participant with the right to receive
Dividend Equivalents. Dividend Equivalents may be paid currently or credited to an account for the Participant, settled in cash or Shares and subject to the
same restrictions on transferability and forfeitability as the Restricted Stock Units with respect to which the Dividend Equivalents are granted and subject to
other terms and conditions as set forth in the Award Agreement.

ARTICLE VII.
OTHER STOCK OR CASH BASED AWARDS

Other Stock or Cash Based Awards may be granted to Participants, including Awards entitling Participants to receive Shares to be delivered in the
future and including annual or other periodic or long-term cash bonus awards (whether based on specified Performance Criteria or otherwise), in each case
subject to any conditions and limitations in the Plan. Such Other Stock or Cash Based Awards will also be available as a payment form in the settlement of
other Awards, as standalone payments and as payment in lieu of compensation to which a Participant is otherwise entitled. Other Stock or Cash Based Awards
may be paid in Shares, cash or other property, as the Administrator determines. With due observance of the division of authority described in Section 3.2
hereof and subject to the provisions of the Plan, the Administrator will determine the terms and conditions of each Other Stock or Cash Based Award,
including any purchase price, performance goal (which may be based on the Performance Criteria), transfer restrictions, and vesting conditions, which will be
set forth in the applicable Award Agreement.

ARTICLE VIII.
ADJUSTMENTS FOR CHANGES IN COMMON STOCK

AND CERTAIN OTHER EVENTS

8.1 Equity Restructuring. In connection with any Equity Restructuring, notwithstanding anything to the contrary in this Article VIII, and with due
observance of the division of authority



described in Section 3.2 hereof, the Administrator will equitably adjust each outstanding Award as it deems appropriate to reflect the Equity Restructuring,
which may include adjusting the number and type of securities subject to each outstanding Award and/or the Award’s exercise price or grant price (if
applicable), granting new Awards to Participants, and making a cash payment to Participants. The adjustments provided under this Section 8.1 will be
nondiscretionary and final and binding on the affected Participant and the Company; provided that the Administrator will determine whether an adjustment is
equitable.

8.2 Corporate Transactions. In the event of any spin-off, Change in Control or any change in any Applicable Laws or accounting principles, the
Administrator, with due observance of the division of authority described in Section 3.2 hereof and on such terms and conditions as it deems appropriate,
either by the terms of the Award or by action taken prior to the occurrence of such transaction or event (except that action to give effect to a change in
Applicable Law or accounting principles may be made within a reasonable period of time after such change) and either automatically or upon the Participant’s
request, is hereby authorized to take any one or more of the following actions whenever the Administrator determines that such action is appropriate in order
to (x) prevent dilution or enlargement of the benefits or potential benefits intended by the Company to be made available under the Plan or with respect to any
Award granted or issued under the Plan, (y) to facilitate such transaction or event or (z) give effect to such changes in Applicable Laws or accounting
principles:

(a) To provide for the cancellation of any such Award in exchange for either an amount of cash or other property with a value equal to the amount
that could have been obtained upon the exercise or settlement of the vested portion of such Award or realization of the Participant’s rights under the vested
portion of such Award, as applicable; provided that, if the amount that could have been obtained upon the exercise or settlement of the vested portion of such
Award or realization of the Participant’s rights, in any case, is equal to or less than zero, then the Award may be terminated without payment;

(b) To provide that such Award shall vest and, to the extent applicable, be exercisable as to all shares covered thereby, notwithstanding anything
to the contrary in the Plan or the provisions of such Award;

(c) To provide that such Award be assumed by the successor or survivor corporation, or a parent or subsidiary thereof, or shall be substituted for
by awards covering the stock of the successor or survivor corporation, or a parent or subsidiary thereof, with appropriate adjustments as to the number and
kind of shares and/or applicable exercise or purchase price, in all cases, as determined by the Administrator;

(d) To make adjustments in the number and type of shares of Common Stock (or other securities or property) subject to outstanding Awards
and/or with respect to which Awards may be granted under the Plan (including, but not limited to, adjustments of the limitations in Article IV hereof on the
maximum number and kind of shares which may be issued) and/or in the terms and conditions of (including the grant or exercise price), and the criteria
included in, outstanding Awards;

(e) To replace such Award with other rights or property selected by the Administrator; and/or

(f) To provide that the Award will terminate and cannot vest, be exercised or become payable after the applicable event.



8.3 Administrative Stand Still. In the event of any pending share dividend, share split, combination or exchange of shares, merger, consolidation or
other distribution (other than normal cash dividends) of Company assets to shareholders, or any other extraordinary transaction or change affecting the Shares
or the share price of Common Stock, including any Equity Restructuring or any securities offering or other similar transaction, for administrative
convenience, the Administrator, with due observance of the division of authority described in Section 3.2 hereof, may refuse to permit the exercise of any
Award for up to sixty days before or after such transaction.

8.4 General. Except as expressly provided in the Plan or the Administrator’s action under the Plan, no Participant will have any rights due to any
subdivision or consolidation of Shares of any class, dividend payment, increase or decrease in the number of Shares of any class or dissolution, liquidation,
merger, or consolidation of the Company or other corporation. Except as expressly provided with respect to an Equity Restructuring under Section 8.1 above
or the Administrator’s action under the Plan, no issuance by the Company of Shares of any class, or securities convertible into Shares of any class, will affect,
and no adjustment will be made regarding, the number of Shares subject to an Award or the Award’s grant or exercise price. The existence of the Plan, any
Award Agreements and the Awards granted hereunder will not affect or restrict in any way the Company’s right or power to make or authorize (i) any
adjustment, recapitalization, reorganization or other change in the Company’s capital structure or its business, (ii) any merger, consolidation dissolution or
liquidation of the Company or sale of Company assets or (iii) any sale or issuance of securities, including securities with rights superior to those of the Shares
or securities convertible into or exchangeable for Shares. The Administrator may treat Participants and Awards (or portions thereof) differently under this
Article VIII.

ARTICLE IX.
GENERAL PROVISIONS APPLICABLE TO AWARDS

9.1 Transferability. Except as the Administrator may determine or provide in an Award Agreement or otherwise for Awards, Awards may not be sold,
assigned, transferred, pledged or otherwise encumbered, either voluntarily or by operation of law, except by will or the laws of descent and distribution, or,
subject to the Administrator’s consent, pursuant to a domestic relations order, and, during the life of the Participant, will be exercisable only by the
Participant. References to a Participant, to the extent relevant in the context, will include references to a Participant’s authorized transferee that the
Administrator specifically approves.

9.2 Documentation. Each Award will be evidenced in an Award Agreement, which may be written or electronic, as the Administrator determines. Each
Award may contain terms and conditions in addition to those set forth in the Plan.

9.3 Discretion. Except as the Plan otherwise provides, each Award may be made alone or in addition or in relation to any other Award. The terms of
each Award to a Participant need not be identical, and the Administrator need not treat Participants or Awards (or portions thereof) uniformly.

9.4 Withholding. Each Participant must pay the Company, or make provision satisfactory to the Administrator for payment of, any taxes required by
law to be withheld in connection with such Participant’s Awards by the date of the event creating the tax liability. The Company may deduct an amount
sufficient to satisfy such tax obligations based on the minimum statutory withholding rates (or such other rate as may be determined by the Company after
considering any accounting consequences or costs) from any payment of any kind otherwise due to a Participant. Subject to Section 10.7 and any Company
insider trading policy (including blackout periods), Participants may satisfy such tax obligations (i) in cash, by wire transfer of immediately available funds,
by check made payable to the order of the Company; provided, that, the Company may limit the use of one of the foregoing methods if



one or more of the exercise methods below is permitted, (ii) to the extent permitted by the Administrator, in whole or in part by delivery of Shares, including
Shares retained from the Award creating the tax obligation, valued at their Fair Market Value, (iii) if there is a public market for Shares at the time the tax
obligations are satisfied, unless the Company otherwise determines, (A) delivery (including telephonically to the extent permitted by the Company) of an
irrevocable and unconditional undertaking by a broker acceptable to the Company to deliver promptly to the Company sufficient funds to satisfy the tax
obligations, or (B) delivery by the Participant to the Company of a copy of irrevocable and unconditional instructions to a broker acceptable to the Company
to deliver promptly to the Company cash or a check sufficient to satisfy the tax withholding; provided that such amount is paid to the Company at such time
as may be required by the Administrator, or (iv) to the extent permitted by the Company, any combination of the foregoing payment forms approved by the
Administrator. If any tax withholding obligation will be satisfied under clause (ii) of the immediately preceding sentence by the Company’s retention of
Shares from the Award creating the tax obligation and there is a public market for Shares at the time the tax obligation is satisfied, the Company may elect to
instruct any brokerage firm determined acceptable to the Company for such purpose to sell on the applicable Participant’s behalf some or all of the Shares
retained and to remit the proceeds of the sale to the Company or its designee, and each Participant’s acceptance of an Award under the Plan will constitute the
Participant’s authorization to the Company and instruction and authorization to such brokerage firm to complete the transactions described in this sentence.

9.5 Amendment of Award; Repricing. With due observance of the division of authority described in Section 3.2 hereof, the Administrator may amend,
modify or terminate any outstanding Award, including by substituting another Award of the same or a different type, changing the exercise or settlement date,
and converting an Incentive Stock Option to a Non-Qualified Stock Option. The Participant’s consent to such action will be required unless (i) the action,
taking into account any related action, does not materially and adversely affect the Participant’s rights under the Award, or (ii) the change is permitted under
Article VIII. Notwithstanding the foregoing or anything in the Plan to the contrary, the Administrator may not except pursuant to Article VIII, without the
approval of the shareholders of the Company, reduce the exercise price per share of outstanding Options or Stock Appreciation Rights or cancel outstanding
Options or Stock Appreciation Rights in exchange for cash, other Awards or Options or Stock Appreciation Rights with an exercise price per share that is less
than the exercise price per share of the original Options or Stock Appreciation Rights.

9.6 Conditions on Delivery of Shares. The Company will not be obligated to deliver any Shares under the Plan or remove restrictions from Shares
previously delivered under the Plan until (i) all Award conditions have been met or removed to the Company’s satisfaction, (ii) as determined by the
Company, all other legal matters regarding the issuance and delivery of such Shares have been satisfied, including any applicable securities laws and stock
exchange or stock market rules and regulations, and (iii) the Participant has executed and delivered to the Company such representations or agreements as the
Administrator deems necessary or appropriate to satisfy any Applicable Laws. The Company’s inability to obtain authority from any regulatory body having
jurisdiction, which the Administrator determines is necessary to the lawful issuance and sale of any securities, will relieve the Company of any liability for
failing to issue or sell such Shares as to which such requisite authority has not been obtained.

9.7 Acceleration. The Administrator may at any time provide that any Award will become immediately vested and fully or partially exercisable, free of
some or all restrictions or conditions, or otherwise fully or partially realizable.

9.8 Cash Payments. Cash payments made to Participants under the Plan will be made in the currency the Participant is ordinarily paid in.



ARTICLE X.
MISCELLANEOUS

10.1 No Right to Employment or Other Status. No person will have any claim or right to be granted an Award, and the grant of an Award will not be
construed as giving a Participant the right to continued employment or any other relationship with the Company. The Company expressly reserves the right at
any time to dismiss or otherwise terminate its relationship with a Participant free from any liability or claim under the Plan or any Award, except as expressly
provided in an Award Agreement.

10.2 No Rights as Shareholder; Certificates. Subject to the Award Agreement, no Participant or Designated Beneficiary will have any rights as a
shareholder with respect to any Shares to be distributed under an Award until becoming the record holder of such Shares. Notwithstanding any other provision
of the Plan, unless the Administrator otherwise determines or Applicable Laws require, the Company will not be required to deliver to any Participant
certificates evidencing Shares issued in connection with any Award and instead such Shares may be recorded in the books of the Company (or, as applicable,
its transfer agent or share plan administrator). The Company may place legends on share certificates issued under the Plan that the Administrator deems
necessary or appropriate to comply with Applicable Laws.

10.3 Effective Date and Term of Plan. Unless earlier terminated by the Management Board, subject to the approval of the Supervisory Board of
Directors, the Plan will become effective on the day prior to the Public Trading Date (the “Effective Date”) and will remain in effect until the tenth (10th)
anniversary of the earlier of (i) the date the General Meetinggeneral meeting of shareholders of the Company adopted the Plan or (ii) the date the Company’s
shareholders approved the Plan, but Awards previously granted may extend beyond that date in accordance with the Plan. No Awards may be granted under
the Plan during any suspension period or after Plan termination.

10.4 Amendment of Plan. The Management Board, subject to the approval of the Supervisory Board of Directors, may amend, suspend or terminate the
Plan at any time; provided that no amendment, other than an increase to the Overall Share Limit, may materially and adversely affect any Award outstanding
at the time of such amendment without the affected Participant’s consent. Awards outstanding at the time of any Plan suspension or termination will continue
to be governed by the Plan and the Award Agreement, as in effect before such suspension or termination. The Administrator will obtain shareholder approval
of any Plan amendment to the extent necessary to comply with the Articles or Applicable Laws.

10.5 Provisions for Foreign Participants. The Administrator may modify Awards granted to Participants who are employed outside the Netherlands or
establish subplans or procedures under the Plan to address differences in laws, rules, regulations or customs of such foreign jurisdictions with respect to tax,
securities, currency, employee benefit or other matters.

10.6 Limitations on Liability. Notwithstanding any other provisions of the Plan, no individual acting as a director, officer, other employee or agent of
the Company or any Subsidiary will be liable to any Participant, former Participant, spouse, beneficiary, or any other person for any claim, loss, liability, or
expense incurred in connection with the Plan or any Award, and such individual will not be personally liable with respect to the Plan because of any contract
or other instrument executed in his or her capacity as an Administrator, director, officer, other employee or agent of the Company or any Subsidiary. The
Company will indemnify and hold harmless each director, officer, other employee and agent of the Company or any Subsidiary that has been or will be
granted or delegated any duty or power relating to the Plan’s administration or interpretation, against any cost or expense (including attorneys’ fees) or
liability (including any sum paid in settlement of a claim with the Administrator’s approval) arising from any act or omission concerning this Plan unless
arising from such person’s own fraud or bad faith.



10.7 Lock-Up Period. The Company may, at the request of any underwriter representative or otherwise, in connection with registering the offering of
any Company securities under the Securities Act, prohibit Participants from, directly or indirectly, selling or otherwise transferring any Shares or other
Company securities during a period of up to one hundred eighty days following the effective date of a Company registration statement filed under the
Securities Act, or such longer period as determined by the underwriter. During any such period and unless determined otherwise by the Administrator, a
Participant subject to tax in the Netherlands (i) shall not sell Shares under any circumstances and may not directly or indirectly assign, transfer, pledge or
otherwise encumber any Shares or take any action to avoid the impact of such restriction, (ii) shall, at the Administrator’s request, represent to the Company
that the Participant has complied with these restrictions so that the Administrator may monitor Participant’s compliance and (iii) bear the risk of any potential
decrease of the market value of the shares during the Lock-Up period.

10.8 Data Privacy. As a condition for receiving any Award, each Participant explicitly and unambiguously consents to the collection, use and transfer,
in electronic or other form, of personal data as described in this section by and among the Company and its Subsidiaries and affiliates exclusively for, and to
the extent necessary, implementing, administering and managing the Participant’s participation in the Plan. To the extent necessary to execute and administer
the Plan, the Company and its Subsidiaries and affiliates may hold certain personal information about a Participant, including the Participant’s name, address
and telephone number; birthdate; social security, insurance number or other identification number; salary; nationality; job title(s); any Shares held in the
Company or its Subsidiaries and affiliates; and Award details, to implement, manage and administer the Plan and Awards (the “Data”). The Company and any
Subsidiaries and/or affiliates may transfer the Data amongst themselves to the extent necessary to implement, administer and manage a Participant’s
participation in the Plan, and the Company and its Subsidiaries and affiliates may transfer the Data to third parties assisting the Company with Plan
implementation, administration and management. These recipients may be located in the Participant’s country, or elsewhere, and the recipients’ country may
be a country outside the European Union not offering adequate protection of personal data. By accepting an Award, each Participant authorizes such
recipients to receive, possess, use, retain and transfer the Data, in electronic or other form, to implement, administer and manage the Participant’s
participation in the Plan, including any required Data transfer to a broker or other third party with whom the Company or the Participant may elect to deposit
any Shares. The Data related to a Participant will be held only as long as necessary to implement, administer, and manage the Participant’s participation in the
Plan, and in any event no longer than two (2) years thereafter, unless a longer storage period is required by law or governmental regulations or Company
policy. A Participant may, at any time, view the Data that the Company holds, or that was sent by the Company to a recipient, regarding such Participant,
request additional information about the storage and processing of the Data regarding such Participant, request any necessary corrections to the Data
regarding the Participant or refuse or withdraw the consents in this Section 10.8 in writing, without cost, by contacting the local human resources
representative. The Company may cancel Participant’s ability to participate in the Plan, including any forfeiture of any outstanding Awards, if the Participant
refuses or withdraws the consents in this Section 10.8 without any justified reason. For more information on the consequences of refusing or withdrawing
consent, Participants may contact their local human resources representative.

10.9 Severability. If any portion of the Plan or any action taken under it is held illegal or invalid for any reason, the illegality or invalidity will not
affect the remaining parts of the Plan, and the Plan will be construed and enforced as if the illegal or invalid provisions had been excluded, and the illegal or
invalid action will be null and void.



10.10 Governing Documents. If any contradiction occurs between the Plan and any Award Agreement or other written agreement between a Participant
and the Company (or any Subsidiary) that the Administrator has approved, the Plan will govern, unless it is expressly specified in such Award Agreement or
other written document that a specific provision of the Plan will not apply.

10.11 Governing Law. The Plan and all Awards will be governed by and interpreted in accordance with the laws of the Netherlands, disregarding any
state’s choice-of-law principles requiring the application of a jurisdiction’s laws other than the Netherlands.

10.12 Claw-back Provisions. All Awards (including any proceeds, gains or other economic benefit the Participant actually or constructively receives
upon receipt or exercise of any Award or the receipt or resale of any Shares underlying the Award) will be subject to any Company claw-back policy,
including any claw-back policy adopted to comply with Applicable Laws (including the Corporate Governance Code, the Dodd-Frank Wall Street Reform
and Consumer Protection Act and any rules or regulations promulgated thereunder) as set forth in such claw-back policy or as a clause in the Award
Agreement.

10.13 Unilateral Amendment. The Administrator reserves the right to unilaterally amend the conditions of the Plan and/or of an Award, subject to the
restrictions of the Articles or Applicable Law.

10.14 Titles and Headings. The titles and headings in the Plan are for convenience of reference only and, if any conflict, the Plan’s text, rather than such
titles or headings, will control.

10.15 Conformity to Securities Laws. Participant acknowledges that the Plan is intended to conform to the extent necessary with Applicable Laws.
Notwithstanding anything herein to the contrary, the Plan and all Awards will be administered only in conformance with Applicable Laws. To the extent
Applicable Laws permit, the Plan and all Award Agreements will be deemed amended as necessary to conform to Applicable Laws.

10.16 Relationship to Other Benefits. No payment under the Plan will be taken into account in determining any benefits under any pension, retirement,
savings, profit sharing, group insurance, welfare or other benefit plan of the Company or any Subsidiary except as expressly provided in writing in such other
plan or an agreement thereunder.

10.17 Broker-Assisted Sales. In the event of a broker-assisted sale of Shares in connection with the payment of amounts owed by a Participant under or
with respect to the Plan or Awards, including amounts to be paid under the final sentence of Section 9.4: (a) any Shares to be sold through the broker-assisted
sale will be sold on the day the payment first becomes due, or as soon thereafter as practicable; (b) such Shares may be sold as part of a block trade with other
Participants in the Plan in which all participants receive an average price; (c) the applicable Participant will be responsible for all broker’s fees and other costs
of sale, and by accepting an Award, each Participant agrees to indemnify and hold the Company harmless from any losses, costs, damages, or expenses
relating to any such sale; (d) to the extent the Company or its designee receives proceeds of such sale that exceed the amount owed, the Company will pay
such excess in cash to the applicable Participant as soon as reasonably practicable; (e) the Company and its designees are under no obligation to arrange for
such sale at any particular price; and (f) in the event the proceeds of such sale are insufficient to satisfy the Participant’s applicable obligation, the Participant
may be required to pay immediately upon demand to the Company or its designee an amount in cash sufficient to satisfy any remaining portion of the
Participant’s obligation.



ARTICLE XI.
DEFINITIONS

As used in the Plan, the following words and phrases will have the following meanings:

11.1 “Administrator” means the Supervisory Board or the Management Board, subject to the division of authority set forth in Section 3.2 hereofBoard
of Directors.

11.2 “Applicable Laws” means the requirements relating to the administration of equity incentive plans under the laws of the Netherlands, the
applicable rules of any stock exchange or quotation system on which the Common Stock is listed or quoted and the applicable laws and rules of any foreign
country or other jurisdiction where Awards are granted.

11.3 “Articles” means the Articles of Association of the Company, as amended from time to time.

11.4 “Award” means, individually or collectively, a grant under the Plan of Options, Stock Appreciation Rights, Restricted Stock, Restricted Stock
Units or Other Stock or Cash Based Awards.

11.5 “Award Agreement” means a written agreement evidencing an Award, which may be electronic, that contains such terms and conditions as the
Administrator determines, consistent with and subject to the terms and conditions of the Plan.

11.6 “Board of Directors” means the board of directors (bestuur) of the Company within the meaning of the Articles.

11.7 “Board Rules” means the Merus N.V. Rules of Procedure for the Board of Directors.

11.8 11.6  “Cause” means (a) if Participant is a party to a written employment, consulting or other agreement for service with the Company or any of its
Subsidiaries or an Award Agreement in which the term “cause” is defined (a “Relevant Agreement”), “Cause” as defined in the Relevant Agreement; plus
(i) an urgent cause (dringende reden) within the meaning of Section 7:677 juncto 7:678 of the DCC; (ii) a reasonable ground within the meaning of
Section 7:669, subsections 3 d, e, f, g and h of the DCC; provided, however with respect to grounds pursuant to 7:669, subsections 3 g and h of the DCC, if
such ground(s) is (are) predominantly attributable to the Participant; and (iii) if the employment, consulting or other agreement for the service of the
Participant with the Company or any of its Subsidiaries is governed by Foreign Laws, grounds which are the same or similar to those mentioned under the
preceding (a)(i) and(a)(ii); or (b) if no Relevant Agreement exists, “Cause” means (i) an urgent cause (dringende reden) within the meaning of Section 7:677
juncto 7:678 of the DCC; (ii) a reasonable ground within the meaning of Section 7:669, subsections 3 d, e, f, g and h of the DCC; provided, however with
respect to grounds pursuant to 7:669, subsections 3 g and h of the DCC, if such ground(s) is (are) predominantly attributable to the Participant; (iii) if the
employment, consulting or other agreement for the service of the Participant with the Company or any of its Subsidiaries is governed by Foreign Laws,
grounds which are the same or similar to those mentioned under the preceding (b)(i) and (b)(ii); (iv) Participant’s failure to substantially perform Participant’s
duties (other than a failure resulting from Participant’s Disability); (v) Participant’s failure to carry out, or comply with any lawful and reasonable directive of
the Supervisory Board, the Management Board of Directors or Participant’s immediate supervisor; (vi) the occurrence of any act or omission by Participant
that could reasonably be expected to result in (or has resulted in) Participant’s conviction, plea of no contest, plea of nolo contendere, or imposition of
unadjudicated probation for any felony or indictable offense or crime involving moral turpitude; (vii) Participant’s unlawful use (including being under the
influence) or



possession of illegal drugs on the premises of the Company or any of its Subsidiaries or while performing Participant’s duties and responsibilities for the
Company or any of its Subsidiaries; or (viii) Participant’s commission of an act of fraud, embezzlement, misappropriation, misconduct, or breach of fiduciary
duty against the Company or any of its Subsidiaries.

11.9 11.7 “Change in Control” means and includes each of the following:

(a) A transaction or series of transactions (other than an offering of Common Stock to the general public through a registration statement filed
with the Securities and Exchange Commission or a transaction or series of transactions that meets the requirements of clauses (i) and (ii) of subsection
(b) below) whereby any “person” or related “group” of “persons” (as such terms are used in Sections 13(d) and 14(d)(2) of the Exchange Act) (other than the
Company, any of its Subsidiaries, an employee benefit plan maintained by the Company or any of its Subsidiaries or a “person” that, prior to such transaction,
directly or indirectly controls, is controlled by, or is under common control with, the Company) directly or indirectly acquires beneficial ownership (within
the meaning of Rule 13d-3 under the Exchange Act) of securities of the Company possessing more than 50% of the total combined voting power of the
Company’s securities outstanding immediately after such acquisition; or

(b) The consummation by the Company (whether directly involving the Company or indirectly involving the Company through one or more
intermediaries) of (x) a merger, consolidation, reorganization, or business combination or (y) a sale or other disposition of all or substantially all of the
Company’s assets in any single transaction or series of related transactions or (z) the acquisition of assets or stock of another entity, in each case other than a
transaction:

(i) which results in the Company’s voting securities outstanding immediately before the transaction continuing to represent (either by
remaining outstanding or by being converted into voting securities of the Company or the person that, as a result of the transaction, controls, directly or
indirectly, the Company or owns, directly or indirectly, all or substantially all of the Company’s assets or otherwise succeeds to the business of the Company
(the Company or such person, the “Successor Entity”)) directly or indirectly, at least a majority of the combined voting power of the Successor Entity’s
outstanding voting securities immediately after the transaction, and

(ii) after which no person or group beneficially owns voting securities representing 50% or more of the combined voting power of the
Successor Entity; provided, however, that no person or group shall be treated for purposes of this clause (ii) as beneficially owning 50% or more of the
combined voting power of the Successor Entity solely as a result of the voting power held in the Company prior to the consummation of the transaction.

11.10 11.8 “Code” means the Internal Revenue Code of 1986, as amended, and the regulations issued thereunder.

11.11 11.9 “Committee” means one or more committees or subcommittees of the Supervisory Board or Management Boardof Directors, which may
include one or more members of the Supervisory Board, Management Board of Directors or executive officers, to the extent Applicable Laws permit. To the
extent required to comply with the provisions of Rule 16b-3, it is intended that each member of the Committee will be, at the time the Committee takes any
action with respect to an Award that is subject to Rule 16b-3, a “non-employee director” within the meaning of Rule 16b-3; however, a Committee member’s
failure to qualify as a “non-employee director” within the meaning of Rule 16b-3 will not invalidate any Award granted by the Committee that is otherwise
validly granted under the Plan.



11.12 11.10 “Common Stock” means the common shares of the Company within the meaning of the Articles.

11.13 11.11 “Company” means Merus N.V., a Dutch public, limited liability company.

11.14 11.12 “Consultant” means any person, other than an Employee, or a member of the Management Board or Supervisory Boardof Directors,
including any adviser, engaged directly or indirectly by the Company and/or any Subsidiary to render services to the Company and/or Subsidiary if such
person: (i) renders bona fide services to the Company; (ii) renders services not in connection with the offer or sale of securities in a capital-raising transaction
and does not directly or indirectly promote or maintain a market for the Company’s securities; and (iii) is a natural person.

11.15 11.13 “DCC” means the Dutch Civil Code.

11.16 11.14 “Designated Beneficiary” means the beneficiary or beneficiaries of the Participant designated pursuant to Applicable Laws, to receive
amounts due or exercise the Participant’s rights if the Participant dies or becomes incapacitated.

11.17 11.15 “Disability” means disability to perform work due to sickness within the meaning of Section 7:629 subsection 1 of the DCC or if the
relevant agreement of a Service Provider is governed by Foreign Laws, the equivalent of Section7:629 subsection 1 of the DCC under such Foreign Laws.

11.18 11.16 “Dividend Equivalents” means a right granted to a Participant under the Plan to receive the equivalent value (in cash or Shares) of
dividends paid on Shares.

11.19 11.17 “Employee” means any employee of the Company or its Subsidiaries within the meaning of Applicable Laws.

11.20 11.18 “Equity Restructuring” means a nonreciprocal transaction between the Company and its shareholders, such as a share dividend, share split,
spin-off or recapitalization through a large, nonrecurring cash dividend, that affects the number or kind of Shares (or other Company securities) or the share
price of Common Stock (or other Company securities) and causes a change in the per share value of the Common Stock underlying outstanding Awards.

11.21 11.19 “Exchange Act” means the United States Securities Exchange Act of 1934, as amended.

11.22 11.20 “Fair Market Value” means, as of any date, the value of Common Stock determined as follows: (i) if the Common Stock is listed on any
established stock exchange, its Fair Market Value will be the closing sales price for such Common Stock as quoted on such exchange for such date, or if no
sale occurred on such date, the last day preceding such date during which a sale occurred, as reported in The Wall Street Journal or another source the
Administrator deems reliable; (ii) if the Common Stock is not traded on a stock exchange but is quoted on a national market or other quotation system, the
closing sales price on such date, or if no sales occurred on such date, then on the last date preceding such date during which a sale occurred, as reported in
The Wall Street Journal or another source the Administrator deems reliable; or (iii) without an established market for the Common Stock, the Administrator
will determine the Fair Market Value in its discretion.

11.23 11.21 “Foreign Laws” means the laws of any jurisdiction other than the laws of the Netherlands.



11.24 11.22 “Incentive Stock Option” means an Option intended to qualify as an “incentive stock option” as defined in Section 422 of the Code.

11.23 “Management Board” means the management board (bestuur) of the Company within the meaning of the Articles.

11.24 “Management Board Rules of Procedure” means the Merus N.V. Rules of Procedure for the Management Board.

11.25 “Non-Qualified Stock Option” means an Option not intended or not qualifying as an Incentive Stock Option.

11.26 “Option” means an option to purchase Shares.

11.27 “Other Stock or Cash Based Awards” means cash awards, awards of Shares, and other awards valued wholly or partially by referring to, or are
otherwise based on, Shares or other property.

11.28 “Overall Share Limit” means the sum of (i) 1,277,778 Shares and (ii) an annual increase on the first day of each calendar year beginning
January 1, 2017 and ending on and including January 1, 2026, equal to the least of (A) 4% of the aggregate number of shares of Common Stock outstanding
on the final day of the immediately preceding calendar year and (B) such smaller number of Shares as is determined by the Supervisory Board of Directors.

11.29 “Participant” means a Service Provider who has been granted an Award.

11.30 “Performance Criteria” mean the criteria (and adjustments) that the Administrator may select for an Award to establish performance goals for a
performance period, which may include the following: net earnings or losses (either before or after one or more of interest, taxes, depreciation, amortization,
and non-cash equity-based compensation expense); gross or net sales or revenue or sales or revenue growth; net income (either before or after taxes) or
adjusted net income; profits (including but not limited to gross profits, net profits, profit growth, net operation profit or economic profit), profit return ratios
or operating margin; budget or operating earnings (either before or after taxes or before or after allocation of corporate overhead and bonus); cash flow
(including operating cash flow and free cash flow or cash flow return on capital); return on assets; return on capital or invested capital; cost of capital; return
on shareholders’ equity; total shareholder return; return on sales; costs, reductions in costs and cost control measures; expenses; working capital; earnings or
loss per share; adjusted earnings or loss per share; price per share or dividends per share (or appreciation in or maintenance of such price or dividends);
regulatory achievements or compliance; implementation, completion or attainment of objectives relating to research, development, regulatory, commercial, or
strategic milestones or developments; market share; economic value or economic value added models; division, group or corporate financial goals; customer
satisfaction/growth; customer service; employee satisfaction; recruitment and maintenance of personnel; human resources management; supervision of
litigation and other legal matters; strategic partnerships and transactions; financial ratios (including those measuring liquidity, activity, profitability or
leverage); debt levels or reductions; sales-related goals; financing and other capital raising transactions; cash on hand; acquisition activity; investment
sourcing activity; and marketing initiatives, any of which may be measured in absolute terms or as compared to any incremental increase or decrease. Such
performance goals also may be based solely by reference to the Company’s performance or the performance of a Subsidiary, division, business segment or
business unit of the Company or a Subsidiary, or based upon performance relative to performance of other companies or upon comparisons of any of the
indicators of performance relative to performance of other companies. The Committee may provide for exclusion of the impact of an event or occurrence
which the Committee



determines should appropriately be excluded, including (a) restructurings, discontinued operations, extraordinary items, and other unusual, infrequently
occurring or non-recurring charges or events, (b) asset write-downs, (c) litigation or claim judgments or settlements, (d) acquisitions or divestitures,
(e) reorganization or change in the corporate structure or capital structure of the Company, (f) an event either not directly related to the operations of the
Company, Subsidiary, division, business segment or business unit or not within the reasonable control of management, (g) foreign exchange gains and losses,
(h) a change in the fiscal year of the Company, (i) the refinancing or repurchase of bank loans or debt securities, (j) unbudgeted capital expenditures, (k) the
issuance or repurchase of equity securities and other changes in the number of outstanding shares, (l) conversion of some or all of convertible securities to
Common Stock, (m) any business interruption event (n) the cumulative effects of tax or accounting changes in accordance with U.S. generally accepted
accounting principles, or (o) the effect of changes in other laws or regulatory rules affecting reported results.

11.31 “Plan” means this 2016 Incentive Award Plan.

11.32 “Prior Plans” means, collectively, the Merus B.V. 2010 Employee Option Plan and any prior equity incentive plans of the Company or its
predecessor.

11.33 “Prior Plan Award” means an award outstanding under the Prior Plans as of the Plan’s effective date in Section 10.3.

11.34 “Public Trading Date” means the first date upon which the Common Stock is listed (or approved for listing) upon notice of issuance on any
securities exchange or designated (or approved for designation) upon notice of issuance as a national market security on an interdealer quotation system, or, if
earlier, the date on which the Company becomes a “publicly held corporation” for purposes of Treasury Regulation Section 1.162-27(c)(1).

11.35 “Restricted Stock” means Shares awarded to a Participant under Article VI subject to certain vesting conditions and other restrictions.

11.36 “Restricted Stock Unit” means an unfunded, unsecured right to receive, on the applicable settlement date, one Share or an amount in cash or
other consideration determined by the Administrator to be of equal value as of such settlement date, subject to certain vesting conditions and other
restrictions.

11.37 “Rule 16b-3” means Rule 16b-3 promulgated under the Exchange Act.

11.38 “Securities Act” means the Securities Act of 1933, as amended.

11.39 “Service Provider” means an Employee, Consultant or member of the Management Board or the Supervisory Boardof Directors.

11.40 “Shares” means shares of Common Stock.

11.41 “Stock Appreciation Right” means a stock appreciation right granted under Article V.

11.42 “Subsidiary” means a subsidiary (dochtermaatschappij) within the meaning of Section 2:24a of the DCC.

11.43 “Substitute Awards” shall mean Awards granted or Shares issued by the Company in assumption of, or in substitution or exchange for, awards
previously granted, or the right or obligation to make future awards, in each case by a company acquired by the Company or any Subsidiary or with which the
Company or any Subsidiary combines.



11.44 “Supervisory Board” means the supervisory board (raad van commissarissen) of the Company within the meaning of the Articles.

11.44 11.45 “Termination of Service” means the date the Participant ceases to be a Service Provider.

* * * * *
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MERUS N.V.
2016 INCENTIVE AWARD PLAN

UNITED STATES ADDENDUM

Capitalized terms not specifically defined in this United States Addendum (the “US Addendum”) have the meanings given to them in the 2016
Incentive Award Plan (as amended from time to time, the “Plan”) of Merus N.V. (the “Company”).

Pursuant to Section 10.5 of the Plan, the Administrator has adopted this US Addendum which contains additional terms and conditions of the Plan
applicable to Participants residing in the United States. To the extent not impacted by this US Addendum, the Plan shall remain unchanged and in full force
and effect according to its terms.

ARTICLE XII.
INCENTIVE STOCK OPTIONS

12.1 Incentive Stock Option Limitations. Notwithstanding anything to the contrary in the Plan, no more than 1,277,778 Shares may be issued pursuant
to the exercise of Incentive Stock Options.

12.2 Terms of Incentive Stock Options. The Administrator may grant Incentive Stock Options only to employees of the Company, any of its present or
future parent or subsidiary corporations, as defined in Sections 424(e) or (f) of the Code, respectively, and any other entities the employees of which are
eligible to receive Incentive Stock Options under the Code. If an Incentive Stock Option is granted to a Greater Than 10% Shareholder, the exercise price will
not be less than 110% of the Fair Market Value on the Option’s grant date, and the term of the Option will not exceed five years. All Incentive Stock Options
will be subject to and construed consistently with Section 422 of the Code. By accepting an Incentive Stock Option, the Participant agrees to give prompt
notice to the Company of dispositions or other transfers (other than in connection with a Change in Control) of Shares acquired under the Option made within
(i) two years from the grant date of the Option or (ii) one year after the transfer of such Shares to the Participant, specifying the date of the disposition or other
transfer and the amount the Participant realized, in cash, other property, assumption of indebtedness or other consideration, in such disposition or other
transfer. Neither the Company nor the Administrator will be liable to a Participant, or any other party, if an Incentive Stock Option fails or ceases to qualify as
an “incentive stock option” under Section 422 of the Code. Any Incentive Stock Option or portion thereof that fails to qualify as an “incentive stock option”
under Section 422 of the Code for any reason, including becoming exercisable with respect to Shares having a fair market value exceeding the $100,000
limitation under Treasury Regulation Section 1.422-4, will be a Non-Qualified Stock Option.

ARTICLE XIII.
SECTION 409A

13.1 General. The Company intends that all Awards be structured to comply with, or be exempt from, Section 409A, such that no adverse tax
consequences, interest, or penalties under Section 409A apply. Notwithstanding anything in the Plan or any Award Agreement to the contrary, the
Administrator may, without a Participant’s consent, amend the Plan, this US Addendum or Awards, adopt policies and procedures, or take any other actions
(including amendments, policies, procedures and retroactive actions) as are necessary or appropriate to preserve the intended tax treatment of Awards,



including any such actions intended to (A) exempt the Plan, this US Addendum or any Award from Section 409A, or (B) comply with Section 409A,
including regulations, guidance, compliance programs and other interpretative authority that may be issued after an Award’s grant date. The Company makes
no representations or warranties as to an Award’s tax treatment under Section 409A or otherwise. The Company will have no obligation under this Section 2.1
or otherwise to avoid the taxes, penalties or interest under Section 409A with respect to any Award and will have no liability to any Participant or any other
person if any Award, compensation or other benefits under the Plan are determined to constitute noncompliant “nonqualified deferred compensation” subject
to taxes, penalties or interest under Section 409A.

13.2 Separation from Service. If an Award constitutes “nonqualified deferred compensation” under Section 409A, any payment or settlement of such
Award upon a termination of a Participant’s Service Provider relationship will, to the extent necessary to avoid taxes under Section 409A, be made only upon
the Participant’s “separation from service” (within the meaning of Section 409A), whether such “separation from service” occurs upon or after the termination
of the Participant’s Service Provider relationship. For purposes of the Plan, this US Addendum or any Award Agreement relating to any such payments or
benefits, references to a “termination,” “termination of employment” or like terms means a “separation from service.”

13.3 Payments to Specified Employees. Notwithstanding any contrary provision in the Plan, this US Addendum or any Award Agreement, any
payment(s) of “nonqualified deferred compensation” required to be made under an Award to a “specified employee” (as defined under Section 409A and as
the Administrator determines) due to his or her “separation from service” will, to the extent necessary to avoid taxes under Section 409A(a)(2)(B)(i) of the
Code, be delayed for the six-month period immediately following such “separation from service” (or, if earlier, until the specified employee’s death) and will
instead be paid (as set forth in the Award Agreement) on the day immediately following such six-month period or as soon as administratively practicable
thereafter (without interest). Any payments of “nonqualified deferred compensation” under such Award payable more than six months following the
Participant’s “separation from service” will be paid at the time or times the payments are otherwise scheduled to be made.

13.4 Change in Control.

(a) Notwithstanding the definition of “Change in Control” contained in Section 11.7 of the Plan, if a Change in Control constitutes a payment
event with respect to any Award (or portion of any Award) that provides for the deferral of compensation that is subject to Section 409A, to the extent
required to avoid the imposition of additional taxes under Section 409A, the transaction or event described in subsection (a) or (b) of Section 11.7 of the Plan
with respect to such Award (or portion thereof) shall only constitute a Change in Control for purposes of the payment timing of such Award if such
transaction also constitutes a “change in control event,” as defined in Treasury Regulation Section 1.409A-3(i)(5).

(b) The Administrator shall have full and final authority, which shall be exercised in its discretion, to determine conclusively whether a Change
in Control has occurred pursuant to the above definition, the date of the occurrence of such Change in Control and any incidental matters relating thereto;
provided that any exercise of authority in conjunction with a determination of whether a Change in Control is a “change in control event” as defined in
Treasury Regulation Section 1.409A-3(i)(5) shall be consistent with such regulation.

13.5 Restricted Stock Units. Pursuant to Section 6.3(a) of the Plan, the Administrator may provide that settlement of Restricted Stock Units will occur
upon or as soon as reasonably practicable



after the Restricted Stock Units vest or will instead be deferred, on a mandatory basis or at the Participant’s election; provided, that the Administrator shall
make such determination in a manner intended to comply with Section 409A.

ARTICLE XIV.
DEFINITIONS

14.1 “Greater Than 10% Shareholder” means an individual then owning (within the meaning of Section 424(d) of the Code) more than 10% of the
total combined voting power of all share classes of the Company or its parent or subsidiary corporation, as defined in Section 424(e) and (f) of the Code,
respectively.

14.2 “Section 409A” means Section 409A of the Code and all regulations, guidance, compliance programs and other interpretative authority thereunder.

* * * * *



MERUS N.V.
2016 INCENTIVE AWARD PLAN

STOCK OPTION GRANT NOTICE

Capitalized terms not specifically defined in this Stock Option Grant Notice (the “Grant Notice”) have the meanings given to them in the 2016
Incentive Award Plan (as amended from time to time, the “Plan”) of Merus N.V. (the “Company”).

The Company has granted to the participant listed below (“Participant”) the stock option described in this Grant Notice (the “Option”), subject to the
terms and conditions of the Plan and the Stock Option Agreement attached as Exhibit A (the “Agreement”), both of which are incorporated into this Grant
Notice by reference.
 

Participant:  

Grant Date:  

Exercise Price per Share:  

Shares Subject to the Option:  

Final Expiration Date:  

Vesting Commencement Date:  

Vesting Schedule:  [To be specified in individual award agreements]

By Participant’s signature below, Participant agrees to be bound by the terms of this Grant Notice, the Plan and the Agreement. Participant has
reviewed the Plan, this Grant Notice and the Agreement in their entirety, has had an opportunity to obtain the advice of counsel prior to executing this Grant
Notice and fully understands all provisions of the Plan, this Grant Notice and the Agreement. Participant hereby agrees to accept as binding, conclusive and
final all decisions or interpretations of the Administrator upon any questions arising under the Plan, this Grant Notice or the Agreement.
 
PARTIES:    

MERUS N.V.   PARTICIPANT

By:      

Name:    [Participant Name]

Title:      



STOCK OPTION AGREEMENT

Capitalized terms not specifically defined in this Agreement have the meanings specified in the Grant Notice or, if not defined in the Grant Notice, in
the Plan.

ARTICLE XV.
GENERAL

15.1 Grant of Option. The Company has granted to Participant the Option effective as of the grant date set forth in the Grant Notice (the “Grant Date”).

15.2 Incorporation of Terms of Plan. The Option is subject to the terms and conditions set forth in this Agreement and the Plan, which is incorporated
herein by reference. In the event of any inconsistency between the Plan and this Agreement, the terms of the Plan will control.

ARTICLE XVI.
PERIOD OF EXERCISABILITY

16.1 Commencement of Exercisability. The Option will vest and become exercisable according to the vesting schedule in the Grant Notice (the
“Vesting Schedule”) except that any fraction of a Share as to which the Option would be vested or exercisable will be accumulated and will vest and become
exercisable only when a whole Share has accumulated. Notwithstanding anything in the Grant Notice, the Plan or this Agreement to the contrary, unless the
Administrator otherwise determines, the Option will immediately expire and be forfeited as to any portion that is not vested and exercisable as of Participant’s
Termination of Service for any reason.

16.2 Duration of Exercisability. The Vesting Schedule is cumulative. Any portion of the Option which vests and becomes exercisable will remain
vested and exercisable until the Option expires. The Option will be forfeited immediately upon its expiration.

16.3 Expiration of Option. The Option may not be exercised to any extent by anyone after, and will expire on, the first of the following to occur:

(a) The final expiration date in the Grant Notice;

(b) Except as the Administrator may otherwise approve, the expiration of three (3) months from the date of Participant’s Termination of Service,
unless Participant’s Termination of Service is for Cause or by reason of Participant’s death or Disability;

(c) Except as the Administrator may otherwise approve, the expiration of one (1) year from the date of Participant’s Termination of Service by
reason of Participant’s death or Disability; and

(d) Except as the Administrator may otherwise approve, Participant’s Termination of Service for Cause or the initiation of such Termination of
Service by giving notice of termination, by requesting termination by the court or otherwise (e.g. a written proposal for termination by mutual consent).



ARTICLE XVII.
EXERCISE OF OPTION

17.1 Person Eligible to Exercise. During Participant’s lifetime, only Participant may exercise the Option. After Participant’s death, any exercisable
portion of the Option may, prior to the time the Option expires, be exercised by Participant’s Designated Beneficiary as provided in the Plan.

17.2 Partial Exercise. Any exercisable portion of the Option or the entire Option, if then wholly exercisable, may be exercised, in whole or in part,
according to the procedures in the Plan at any time prior to the time the Option or portion thereof expires, except that the Option may only be exercised for
whole Shares.

17.3 Tax Withholding.

(a) The Company has the right and option, but not the obligation, to treat Participant’s failure to provide timely payment in accordance with the
Plan of any withholding tax arising in connection with the Option as Participant’s election to satisfy all or any portion of the withholding tax by requesting the
Company retain Shares otherwise issuable under the Option.

(b) Participant acknowledges that Participant is ultimately liable and responsible for all taxes owed in connection with the Option, regardless of
any action the Company or any Subsidiary takes with respect to any tax withholding obligations that arise in connection with the Option. Neither the
Company nor any Subsidiary makes any representation or undertaking regarding the treatment of any tax withholding in connection with the awarding,
vesting or exercise of the Option or the subsequent sale of Shares. The Company and the Subsidiaries do not commit and are under no obligation to structure
the Option to reduce or eliminate Participant’s tax liability.

ARTICLE XVIII.
OTHER PROVISIONS

18.1 Adjustments. Participant acknowledges that the Option is subject to adjustment, modification and termination in certain events as provided in this
Agreement and the Plan.

18.2 Notices. Any notice to be given under the terms of this Agreement to the Company must be in writing and addressed to the Company in care of the
Company’s Secretary at the Company’s principal office or the Secretary’s then-current email address or facsimile number. Any notice to be given under the
terms of this Agreement to Participant must be in writing and addressed to Participant (or, if Participant is then deceased, to the person entitled to exercise the
Option) at Participant’s last known mailing address, email address or facsimile number in the Company’s personnel files. By a notice given pursuant to this
Section, either party may designate a different address for notices to be given to that party. Any notice will be deemed duly given when actually received,
when sent by email, when sent by certified mail (return receipt requested) and deposited with postage prepaid in a post office or branch post office regularly
maintained by the United States Postal Service, when delivered by a nationally recognized express shipping company or upon receipt of a facsimile
transmission confirmation.

18.3 Titles. Titles are provided herein for convenience only and are not to serve as a basis for interpretation or construction of this Agreement.

18.4 Conformity to Securities Laws. Participant acknowledges that the Plan, the Grant Notice and this Agreement are intended to conform to the extent
necessary with all Applicable Laws and, to the extent Applicable Laws permit, will be deemed amended as necessary to conform to Applicable Laws.



18.5 Successors and Assigns. The Company may assign any of its rights under this Agreement to single or multiple assignees, and this Agreement will
inure to the benefit of the successors and assigns of the Company. Subject to the restrictions on transfer set forth in the Plan, this Agreement will be binding
upon and inure to the benefit of the heirs, legatees, legal representatives, successors and assigns of the parties hereto.

18.6 Limitations Applicable to Section 16 Persons. Notwithstanding any other provision of the Plan or this Agreement, if Participant is subject to
Section 16 of the Exchange Act, the Plan, the Grant Notice, this Agreement and the Option will be subject to any additional limitations set forth in any
applicable exemptive rule under Section 16 of the Exchange Act (including any amendment to Rule 16b-3) that are requirements for the application of such
exemptive rule. To the extent Applicable Laws permit, this Agreement will be deemed amended as necessary to conform to such applicable exemptive rule.

18.7 Entire Agreement. The Plan, the Grant Notice and this Agreement (including any exhibit hereto) constitute the entire agreement of the parties and
supersede in their entirety all prior undertakings and agreements of the Company and Participant with respect to the subject matter hereof.

18.8 Agreement Severable. In the event that any provision of the Grant Notice or this Agreement is held illegal or invalid, the provision will be
severable from, and the illegality or invalidity of the provision will not be construed to have any effect on, the remaining provisions of the Grant Notice or
this Agreement.

18.9 Limitation on Participant’s Rights. Participation in the Plan confers no rights or interests other than as herein provided. This Agreement creates
only a contractual obligation on the part of the Company as to amounts payable and may not be construed as creating a trust. Neither the Plan nor any
underlying program, in and of itself, has any assets. Participant will have only the rights of a general unsecured creditor of the Company with respect to
amounts credited and benefits payable, if any, with respect to the Option, and rights no greater than the right to receive the Shares as a general unsecured
creditor with respect to the Option, as and when exercised pursuant to the terms hereof.

18.10 Not a Contract of Employment. Nothing in the Plan, the Grant Notice or this Agreement confers upon Participant any right to continue in the
employ or service of the Company or any Subsidiary or interferes with or restricts in any way the rights of the Company and its Subsidiaries, which rights are
hereby expressly reserved, to discharge or terminate the services of Participant at any time for any reason whatsoever, with or without Cause, except to the
extent expressly provided otherwise in a written agreement between the Company or a Subsidiary and Participant.

18.11 Claw-back. The Administrator may, in its sole reasonable discretion, deem the outcome of a remuneration component granted to the Participant
under this Agreement unreasonable either because the same has been based on incorrect information (including but not limited to financial information) or in
light of special circumstances. In such cases, the Administrator is entitled to adjust such component up- or downwards. If, in the event of such downward
adjustment, the Options have already been exercised, the Company is entitled to reclaim what payments consequential to such downward adjustment was
unduly paid either in cash compensation or in Shares.

18.12 Counterparts. The Grant Notice may be executed in one or more counterparts, including by way of any electronic signature, subject to Applicable
Law, each of which will be deemed an original and all of which together will constitute one instrument.

* * * * *



MERUS N.V.
2016 INCENTIVE AWARD PLAN

RESTRICTED STOCK GRANT NOTICE

Capitalized terms not specifically defined in this Restricted Stock Grant Notice (the “Grant Notice”) have the meanings given to them in the 2016
Incentive Award Plan (as amended from time to time, the “Plan”) of Merus N.V. (the “Company”).

The Company has granted to the participant listed below (“Participant”) the shares of Restricted Stock described in this Grant Notice (the “Restricted
Shares”), subject to the terms and conditions of the Plan and the Restricted Stock Agreement attached as Exhibit A (the “Agreement”), both of which are
incorporated into this Grant Notice by reference.
 

Participant:  

Grant Date:  

Number of Restricted Shares:  

Vesting Commencement Date:  

Vesting Schedule:  [To be specified in individual award agreements]

By Participant’s signature below, Participant agrees to be bound by the terms of this Grant Notice, the Plan and the Agreement. Participant has
reviewed the Plan, this Grant Notice and the Agreement in their entirety, has had an opportunity to obtain the advice of counsel prior to executing this Grant
Notice and fully understands all provisions of the Plan, this Grant Notice and the Agreement. Participant hereby agrees to accept as binding, conclusive and
final all decisions or interpretations of the Administrator upon any questions arising under the Plan, this Grant Notice or the Agreement.

PARTIES:
 
MERUS N.V.   PARTICIPANT

By:      

Name:    [Participant Name]

Title:      



RESTRICTED STOCK AGREEMENT

Capitalized terms not specifically defined in this Agreement have the meanings specified in the Grant Notice or, if not defined in the Grant Notice, in
the Plan.

ARTICLE XIX.
GENERAL

19.1 Issuance of Restricted Shares. The Company will issue the Restricted Shares to the Participant effective as of the grant date set forth in the Grant
Notice and will cause (a) a stock certificate or certificates representing the Restricted Shares to be registered in Participant’s name or (b) the Restricted Shares
to be held in book-entry form. If a stock certificate is issued, the certificate will be delivered to, and held in accordance with this Agreement by, the Company
or its authorized representatives and will bear the restrictive legends required by this Agreement. If the Restricted Shares are held in book-entry form, then the
book-entry will indicate that the Restricted Shares are subject to the restrictions of this Agreement.

19.2 Incorporation of Terms of Plan. The Restricted Shares are subject to the terms and conditions set forth in this Agreement and the Plan, which is
incorporated herein by reference. In the event of any inconsistency between the Plan and this Agreement, the terms of the Plan will control.

ARTICLE XX.
VESTING, FORFEITURE AND ESCROW

20.1 Vesting. The Restricted Shares will become vested Shares (the “Vested Shares”) according to the vesting schedule in the Grant Notice except that
any fraction of a Share that would otherwise become a Vested Share will be accumulated and will become a Vested Share only when a whole Vested Share has
accumulated.

20.2 Forfeiture. In the event of Participant’s Termination of Service for any reason, Participant will immediately and automatically forfeit to the
Company any Shares that are not Vested Shares (the “Unvested Shares”) at the time of Participant’s Termination of Service, except as otherwise determined
by the Administrator or provided in a binding written agreement between Participant and the Company. Upon forfeiture of Unvested Shares, the Company
will become the legal and beneficial owner of the Unvested Shares and all related interests and Participant will have no further rights with respect to the
Unvested Shares.

20.3 Escrow.

(a) Unvested Shares will be held by the Company or its authorized representatives until (i) they are forfeited, (ii) they become Vested Shares or
(iii) this Agreement is no longer in effect. By accepting this Award, Participant appoints the Company and its authorized representatives as Participant’s
attorney(s)-in-fact to take all actions necessary to effect any transfer of forfeited Unvested Shares (and Retained Distributions (as defined below), if any, paid
on such forfeited Unvested Shares) to the Company as may be required pursuant to the Plan or this Agreement and to execute such representations or other
documents or assurances as the Company or such representatives deem necessary or advisable in connection with any such transfer. The Company, or its
authorized representative, will not be liable for any good faith act or omission with respect to the holding in escrow or transfer of the Restricted Shares.



(b) All cash dividends and other distributions made or declared with respect to Unvested Shares (“Retained Distributions”) will be held by the
Company until the time (if ever) when the Unvested Shares to which such Retained Distributions relate become Vested Shares. The Company will establish a
separate Retained Distribution bookkeeping account (“Retained Distribution Account”) for each Unvested Share with respect to which Retained
Distributions have been made or declared in cash and credit the Retained Distribution Account (without interest) on the date of payment with the amount of
such cash made or declared with respect to the Unvested Share. Retained Distributions (including any Retained Distribution Account balance) will
immediately and automatically be forfeited upon forfeiture of the Unvested Share with respect to which the Retained Distributions were paid or declared.

(c) As soon as reasonably practicable following the date on which an Unvested Share becomes a Vested Share, the Company will (i) cause the
certificate (or a new certificate without the legend required by this Agreement, if Participant so requests) representing the Share to be delivered to Participant
or, if the Share is held in book-entry form, cause the notations indicating the Share is subject to the restrictions of this Agreement to be removed and (ii) pay
to Participant the Retained Distributions relating to the Share.

20.4 Rights as Stockholder. Except as otherwise provided in this Agreement or the Plan, upon issuance of the Restricted Shares by the Company,
Participant will have all the rights of a stockholder with respect to the Restricted Shares, including the right to vote the Restricted Shares and to receive
dividends or other distributions paid or made with respect to the Restricted Shares.

ARTICLE XXI.
TAXATION AND TAX WITHHOLDING

21.1 Representation. Participant represents to the Company that Participant has reviewed with Participant’s own tax advisors the tax consequences of
the Restricted Shares and the transactions contemplated by the Grant Notice and this Agreement. Participant is relying solely on such advisors and not on any
statements or representations of the Company or any of its agents.

21.2 Tax Withholding.

(a) The Company has the right and option, but not the obligation, to treat Participant’s failure to provide timely payment in accordance with the
Plan of any withholding tax arising in connection with the Restricted Shares as Participant’s election to satisfy all or any portion of the withholding tax by
requesting the Company retain Shares otherwise deliverable under the Award.

(b) Participant acknowledges that Participant is ultimately liable and responsible for all taxes owed in connection with the Restricted Shares,
regardless of any action the Company or any Subsidiary takes with respect to any tax withholding obligations that arise in connection with the Restricted
Shares. Neither the Company nor any Subsidiary makes any representation or undertaking regarding the treatment of any tax withholding in connection with
the awarding, vesting or payment of the Restricted Shares or the subsequent sale of the Restricted Shares. The Company and the Subsidiaries do not commit
and are under no obligation to structure this Award to reduce or eliminate Participant’s tax liability.



ARTICLE XXII.
RESTRICTIVE LEGENDS AND TRANSFERABILITY

22.1 Legends. Any certificate representing a Restricted Share will bear the following legend until the Restricted Share becomes a Vested Share:

THE SHARES REPRESENTED BY THIS CERTIFICATE ARE SUBJECT TO FORFEITURE IN FAVOR OF THE COMPANY AND MAY
BE TRANSFERRED ONLY IN ACCORDANCE WITH THE TERMS OF A RESTRICTED STOCK AGREEMENT BETWEEN THE
COMPANY AND THE STOCKHOLDER, A COPY OF WHICH IS ON FILE WITH THE SECRETARY OF THE COMPANY.

22.2 Transferability. The Restricted Shares and any Retained Distributions are subject to the restrictions on transfer in the Plan and may not be sold,
assigned or transferred in any manner unless and until they become Vested Shares. Any attempted transfer or disposition of Unvested Shares or related
Retained Distributions prior to the time the Unvested Shares become Vested Shares will be null and void. The Company will not be required to (a) transfer on
its books any Restricted Share that has been sold or otherwise transferred in violation of this Agreement or (b) treat as owner of such Restricted Share or
accord the right to vote or pay dividends to any purchaser or other transferee to whom such Restricted Share has been so transferred. The Company may issue
appropriate “stop transfer” instructions to its transfer agent, if any, or make appropriate notations to the same effect in its records.

ARTICLE XXIII.
OTHER PROVISIONS

23.1 Adjustments. Participant acknowledges that the Restricted Shares are subject to adjustment, modification and termination in certain events as
provided in this Agreement and the Plan.

23.2 Notices. Any notice to be given under the terms of this Agreement to the Company must be in writing and addressed to the Company in care of the
Company’s Secretary at the Company’s principal office or the Secretary’s then-current email address or facsimile number. Any notice to be given under the
terms of this Agreement to Participant must be in writing and addressed to Participant at Participant’s last known mailing address, email address or facsimile
number in the Company’s personnel files. By a notice given pursuant to this Section, either party may designate a different address for notices to be given to
that party. Any notice will be deemed duly given when actually received, when sent by email, when sent by certified mail (return receipt requested) and
deposited with postage prepaid in a post office or branch post office regularly maintained by the United States Postal Service, when delivered by a nationally
recognized express shipping company or upon receipt of a facsimile transmission confirmation.

23.3 Titles. Titles are provided herein for convenience only and are not to serve as a basis for interpretation or construction of this Agreement.

23.4 Conformity to Securities Laws. Participant acknowledges that the Plan, the Grant Notice and this Agreement are intended to conform to the extent
necessary with all Applicable Laws and, to the extent Applicable Laws permit, will be deemed amended as necessary to conform to Applicable Laws.

23.5 Successors and Assigns. The Company may assign any of its rights under this Agreement to single or multiple assignees, and this Agreement will
inure to the benefit of the successors and assigns of the Company. Subject to the restrictions on transfer set forth in this Agreement or the Plan, this
Agreement will be binding upon and inure to the benefit of the heirs, legatees, legal representatives, successors and assigns of the parties hereto.



23.6 Limitations Applicable to Section 16 Persons. Notwithstanding any other provision of the Plan or this Agreement, if Participant is subject to
Section 16 of the Exchange Act, the Plan, the Grant Notice, this Agreement and the Restricted Shares will be subject to any additional limitations set forth in
any applicable exemptive rule under Section 16 of the Exchange Act (including any amendment to Rule 16b-3) that are requirements for the application of
such exemptive rule. To the extent Applicable Laws permit, this Agreement will be deemed amended as necessary to conform to such applicable exemptive
rule.

23.7 Entire Agreement. The Plan, the Grant Notice and this Agreement (including any exhibit hereto) constitute the entire agreement of the parties and
supersede in their entirety all prior undertakings and agreements of the Company and Participant with respect to the subject matter hereof.

23.8 Agreement Severable. In the event that any provision of the Grant Notice or this Agreement is held illegal or invalid, the provision will be
severable from, and the illegality or invalidity of the provision will not be construed to have any effect on, the remaining provisions of the Grant Notice or
this Agreement.

23.9 Limitation on Participant’s Rights. Participation in the Plan confers no rights or interests other than as herein provided. This Agreement creates
only a contractual obligation on the part of the Company as to amounts payable and may not be construed as creating a trust. Neither the Plan nor any
underlying program, in and of itself, has any assets. Participant will have only the rights of a general unsecured creditor of the Company with respect to
amounts credited and benefits payable, if any, with respect to the Award.

23.10 Not a Contract of Employment. Nothing in the Plan, the Grant Notice or this Agreement confers upon Participant any right to continue in the
employ or service of the Company or any Subsidiary or interferes with or restricts in any way the rights of the Company and its Subsidiaries, which rights are
hereby expressly reserved, to discharge or terminate the services of Participant at any time for any reason whatsoever, with or without cause, except to the
extent expressly provided otherwise in a written agreement between the Company or a Subsidiary and Participant.

23.11 Claw-back. The Administrator may, in its sole reasonable discretion, deem the outcome of a remuneration component granted to the Participant
under this Agreement unreasonable either because the same has been based on incorrect information (including but not limited to financial information) or in
light of special circumstances. In such cases, the Administrator is entitled to adjust such component up- or downwards. If, in the event of such downward
adjustment, payment in Shares and/or in cash has already been made by the Company to the Participant, the Company is entitled to reclaim what payments
consequential to such downward adjustment was unduly paid.

23.12 Counterparts. The Grant Notice may be executed in one or more counterparts, including by way of any electronic signature, subject to Applicable
Law, each of which will be deemed an original and all of which together will constitute one instrument.

* * * * *



MERUS N.V.
2016 INCENTIVE AWARD PLAN

RESTRICTED STOCK GRANT NOTICE

Capitalized terms not specifically defined in this Restricted Stock Grant Notice (the “Grant Notice”) have the meanings given to them in the 2016
Incentive Award Plan (as amended from time to time, the “Plan”) of Merus N.V. (the “Company”).

The Company has granted to the participant listed below (“Participant”) the shares of Restricted Stock described in this Grant Notice (the “Restricted
Shares”), subject to the terms and conditions of the Plan and the Restricted Stock Agreement attached as Exhibit A (the “Agreement”), both of which are
incorporated into this Grant Notice by reference.
 

Participant:  

Grant Date:  

Number of Restricted Shares:  

Vesting Commencement Date:  

Vesting Schedule:  [To be specified in individual award agreements]

By Participant’s signature below, Participant agrees to be bound by the terms of this Grant Notice, the Plan and the Agreement. Participant has
reviewed the Plan, this Grant Notice and the Agreement in their entirety, has had an opportunity to obtain the advice of counsel prior to executing this Grant
Notice and fully understands all provisions of the Plan, this Grant Notice and the Agreement. Participant hereby agrees to accept as binding, conclusive and
final all decisions or interpretations of the Administrator upon any questions arising under the Plan, this Grant Notice or the Agreement.

PARTIES:
 
MERUS N.V.   PARTICIPANT

By:      

Name:    [Participant Name]

Title:      



RESTRICTED STOCK AGREEMENT

Capitalized terms not specifically defined in this Agreement have the meanings specified in the Grant Notice or, if not defined in the Grant Notice, in
the Plan.

ARTICLE XXIV.
GENERAL

24.1 Issuance of Restricted Shares. The Company will issue the Restricted Shares to the Participant effective as of the grant date set forth in the Grant
Notice and will cause (a) a stock certificate or certificates representing the Restricted Shares to be registered in Participant’s name or (b) the Restricted Shares
to be held in book-entry form. If a stock certificate is issued, the certificate will be delivered to, and held in accordance with this Agreement by, the Company
or its authorized representatives and will bear the restrictive legends required by this Agreement. If the Restricted Shares are held in book-entry form, then the
book-entry will indicate that the Restricted Shares are subject to the restrictions of this Agreement.

24.2 Incorporation of Terms of Plan. The Restricted Shares are subject to the terms and conditions set forth in this Agreement and the Plan, which is
incorporated herein by reference. In the event of any inconsistency between the Plan and this Agreement, the terms of the Plan will control.

ARTICLE XXV.
VESTING, FORFEITURE AND ESCROW

25.1 Vesting. The Restricted Shares will become vested Shares (the “Vested Shares”) according to the vesting schedule in the Grant Notice except that
any fraction of a Share that would otherwise become a Vested Share will be accumulated and will become a Vested Share only when a whole Vested Share has
accumulated.

25.2 Forfeiture. In the event of Participant’s Termination of Service for any reason, Participant will immediately and automatically forfeit to the
Company any Shares that are not Vested Shares (the “Unvested Shares”) at the time of Participant’s Termination of Service, except as otherwise determined
by the Administrator or provided in a binding written agreement between Participant and the Company. Upon forfeiture of Unvested Shares, the Company
will become the legal and beneficial owner of the Unvested Shares and all related interests and Participant will have no further rights with respect to the
Unvested Shares.

25.3 Escrow.

(a) Unvested Shares will be held by the Company or its authorized representatives until (i) they are forfeited, (ii) they become Vested Shares or
(iii) this Agreement is no longer in effect. By accepting this Award, Participant appoints the Company and its authorized representatives as Participant’s
attorney(s)-in-fact to take all actions necessary to effect any transfer of forfeited Unvested Shares (and Retained Distributions (as defined below), if any, paid
on such forfeited Unvested Shares) to the Company as may be required pursuant to the Plan or this Agreement and to execute such representations or other
documents or assurances as the Company or such representatives deem necessary or advisable in connection with any such transfer. The Company, or its
authorized representative, will not be liable for any good faith act or omission with respect to the holding in escrow or transfer of the Restricted Shares.



(b) All cash dividends and other distributions made or declared with respect to Unvested Shares (“Retained Distributions”) will be held by the
Company until the time (if ever) when the Unvested Shares to which such Retained Distributions relate become Vested Shares. The Company will establish a
separate Retained Distribution bookkeeping account (“Retained Distribution Account”) for each Unvested Share with respect to which Retained
Distributions have been made or declared in cash and credit the Retained Distribution Account (without interest) on the date of payment with the amount of
such cash made or declared with respect to the Unvested Share. Retained Distributions (including any Retained Distribution Account balance) will
immediately and automatically be forfeited upon forfeiture of the Unvested Share with respect to which the Retained Distributions were paid or declared.

(c) As soon as reasonably practicable following the date on which an Unvested Share becomes a Vested Share, the Company will (i) cause the
certificate (or a new certificate without the legend required by this Agreement, if Participant so requests) representing the Share to be delivered to Participant
or, if the Share is held in book-entry form, cause the notations indicating the Share is subject to the restrictions of this Agreement to be removed and (ii) pay
to Participant the Retained Distributions relating to the Share.

25.4 Rights as Stockholder. Except as otherwise provided in this Agreement or the Plan, upon issuance of the Restricted Shares by the Company,
Participant will have all the rights of a stockholder with respect to the Restricted Shares, including the right to vote the Restricted Shares and to receive
dividends or other distributions paid or made with respect to the Restricted Shares.

ARTICLE XXVI.
TAXATION AND TAX WITHHOLDING

26.1 Representation. Participant represents to the Company that Participant has reviewed with Participant’s own tax advisors the tax consequences of
the Restricted Shares and the transactions contemplated by the Grant Notice and this Agreement. Participant is relying solely on such advisors and not on any
statements or representations of the Company or any of its agents.

26.2 Tax Withholding.

(a) The Company has the right and option, but not the obligation, to treat Participant’s failure to provide timely payment in accordance with the
Plan of any withholding tax arising in connection with the Restricted Shares as Participant’s election to satisfy all or any portion of the withholding tax by
requesting the Company retain Shares otherwise deliverable under the Award.

(b) Participant acknowledges that Participant is ultimately liable and responsible for all taxes owed in connection with the Restricted Shares,
regardless of any action the Company or any Subsidiary takes with respect to any tax withholding obligations that arise in connection with the Restricted
Shares. Neither the Company nor any Subsidiary makes any representation or undertaking regarding the treatment of any tax withholding in connection with
the awarding, vesting or payment of the Restricted Shares or the subsequent sale of the Restricted Shares. The Company and the Subsidiaries do not commit
and are under no obligation to structure this Award to reduce or eliminate Participant’s tax liability.



ARTICLE XXVII.
RESTRICTIVE LEGENDS AND TRANSFERABILITY

27.1 Legends. Any certificate representing a Restricted Share will bear the following legend until the Restricted Share becomes a Vested Share:

THE SHARES REPRESENTED BY THIS CERTIFICATE ARE SUBJECT TO FORFEITURE IN FAVOR OF THE COMPANY AND MAY
BE TRANSFERRED ONLY IN ACCORDANCE WITH THE TERMS OF A RESTRICTED STOCK AGREEMENT BETWEEN THE
COMPANY AND THE STOCKHOLDER, A COPY OF WHICH IS ON FILE WITH THE SECRETARY OF THE COMPANY.

27.2 Transferability. The Restricted Shares and any Retained Distributions are subject to the restrictions on transfer in the Plan and may not be sold,
assigned or transferred in any manner unless and until they become Vested Shares. Any attempted transfer or disposition of Unvested Shares or related
Retained Distributions prior to the time the Unvested Shares become Vested Shares will be null and void. The Company will not be required to (a) transfer on
its books any Restricted Share that has been sold or otherwise transferred in violation of this Agreement or (b) treat as owner of such Restricted Share or
accord the right to vote or pay dividends to any purchaser or other transferee to whom such Restricted Share has been so transferred. The Company may issue
appropriate “stop transfer” instructions to its transfer agent, if any, or make appropriate notations to the same effect in its records.

ARTICLE XXVIII.
OTHER PROVISIONS

28.1 Adjustments. Participant acknowledges that the Restricted Shares are subject to adjustment, modification and termination in certain events as
provided in this Agreement and the Plan.

28.2 Notices. Any notice to be given under the terms of this Agreement to the Company must be in writing and addressed to the Company in care of the
Company’s Secretary at the Company’s principal office or the Secretary’s then-current email address or facsimile number. Any notice to be given under the
terms of this Agreement to Participant must be in writing and addressed to Participant at Participant’s last known mailing address, email address or facsimile
number in the Company’s personnel files. By a notice given pursuant to this Section, either party may designate a different address for notices to be given to
that party. Any notice will be deemed duly given when actually received, when sent by email, when sent by certified mail (return receipt requested) and
deposited with postage prepaid in a post office or branch post office regularly maintained by the United States Postal Service, when delivered by a nationally
recognized express shipping company or upon receipt of a facsimile transmission confirmation.

28.3 Titles. Titles are provided herein for convenience only and are not to serve as a basis for interpretation or construction of this Agreement.

28.4 Conformity to Securities Laws. Participant acknowledges that the Plan, the Grant Notice and this Agreement are intended to conform to the extent
necessary with all Applicable Laws and, to the extent Applicable Laws permit, will be deemed amended as necessary to conform to Applicable Laws.

28.5 Successors and Assigns. The Company may assign any of its rights under this Agreement to single or multiple assignees, and this Agreement will
inure to the benefit of the successors and assigns of the Company. Subject to the restrictions on transfer set forth in this Agreement or the Plan, this
Agreement will be binding upon and inure to the benefit of the heirs, legatees, legal representatives, successors and assigns of the parties hereto.



28.6 Limitations Applicable to Section 16 Persons. Notwithstanding any other provision of the Plan or this Agreement, if Participant is subject to
Section 16 of the Exchange Act, the Plan, the Grant Notice, this Agreement and the Restricted Shares will be subject to any additional limitations set forth in
any applicable exemptive rule under Section 16 of the Exchange Act (including any amendment to Rule 16b-3) that are requirements for the application of
such exemptive rule. To the extent Applicable Laws permit, this Agreement will be deemed amended as necessary to conform to such applicable exemptive
rule.

28.7 Entire Agreement. The Plan, the Grant Notice and this Agreement (including any exhibit hereto) constitute the entire agreement of the parties and
supersede in their entirety all prior undertakings and agreements of the Company and Participant with respect to the subject matter hereof.

28.8 Agreement Severable. In the event that any provision of the Grant Notice or this Agreement is held illegal or invalid, the provision will be
severable from, and the illegality or invalidity of the provision will not be construed to have any effect on, the remaining provisions of the Grant Notice or
this Agreement.

28.9 Limitation on Participant’s Rights. Participation in the Plan confers no rights or interests other than as herein provided. This Agreement creates
only a contractual obligation on the part of the Company as to amounts payable and may not be construed as creating a trust. Neither the Plan nor any
underlying program, in and of itself, has any assets. Participant will have only the rights of a general unsecured creditor of the Company with respect to
amounts credited and benefits payable, if any, with respect to the Award.

28.10 Not a Contract of Employment. Nothing in the Plan, the Grant Notice or this Agreement confers upon Participant any right to continue in the
employ or service of the Company or any Subsidiary or interferes with or restricts in any way the rights of the Company and its Subsidiaries, which rights are
hereby expressly reserved, to discharge or terminate the services of Participant at any time for any reason whatsoever, with or without cause, except to the
extent expressly provided otherwise in a written agreement between the Company or a Subsidiary and Participant.

28.11 Claw-back. The Administrator may, in its sole reasonable discretion, deem the outcome of a remuneration component granted to the Participant
under this Agreement unreasonable either because the same has been based on incorrect information (including but not limited to financial information) or in
light of special circumstances. In such cases, the Administrator is entitled to adjust such component up- or downwards. If, in the event of such downward
adjustment, payment in Shares and/or in cash has already been made by the Company to the Participant, the Company is entitled to reclaim what payments
consequential to such downward adjustment was unduly paid.

28.12 Counterparts. The Grant Notice may be executed in one or more counterparts, including by way of any electronic signature, subject to Applicable
Law, each of which will be deemed an original and all of which together will constitute one instrument.

* * * * *



MERUS N.V.
2016 INCENTIVE AWARD PLAN

RESTRICTED STOCK UNIT GRANT NOTICE

Capitalized terms not specifically defined in this Restricted Stock Unit Grant Notice (the “Grant Notice”) have the meanings given to them in the 2016
Incentive Award Plan (as amended from time to time, the “Plan”) of Merus N.V. (the “Company”).

The Company has granted to the participant listed below (“Participant”) the Restricted Stock Units described in this Grant Notice (the “RSUs”),
subject to the terms and conditions of the Plan and the Restricted Stock Unit Agreement attached as Exhibit A (the “Agreement”), both of which are
incorporated into this Grant Notice by reference.
 

Participant:  

Grant Date:  

Number of RSUs:  

Vesting Commencement Date:  

Vesting Schedule:  [To be specified in individual award agreements]

By Participant’s signature below, Participant agrees to be bound by the terms of this Grant Notice, the Plan and the Agreement. Participant has
reviewed the Plan, this Grant Notice and the Agreement in their entirety, has had an opportunity to obtain the advice of counsel prior to executing this Grant
Notice and fully understands all provisions of the Plan, this Grant Notice and the Agreement. Participant hereby agrees to accept as binding, conclusive and
final all decisions or interpretations of the Administrator upon any questions arising under the Plan, this Grant Notice or the Agreement.

PARTIES:
 
MERUS N.V.   PARTICIPANT

By:      

Name:    [Participant Name]

Title:      



RESTRICTED STOCK UNIT AGREEMENT

Capitalized terms not specifically defined in this Agreement have the meanings specified in the Grant Notice or, if not defined in the Grant Notice, in
the Plan.

ARTICLE XXIX.
GENERAL

29.1 Award of RSUs and Dividend Equivalents.

(a) The Company has granted the RSUs to Participant effective as of the grant date set forth in the Grant Notice (the “Grant Date”). Each RSU
represents the right to receive one Share or, at the option of the Company, an amount of cash, in either case, as set forth in this Agreement. Participant will
have no right to the distribution of any Shares or payment of any cash until the time (if ever) the RSUs have vested.

(b) The Company hereby grants to Participant, with respect to each RSU, a Dividend Equivalent for ordinary cash dividends paid to substantially
all holders of outstanding Shares with a record date after the Grant Date and prior to the date the applicable RSU is settled, forfeited or otherwise expires.
Each Dividend Equivalent entitles Participant to receive the equivalent value of any such ordinary cash dividends paid on a single Share. The Company will
establish a separate Dividend Equivalent bookkeeping account (a “Dividend Equivalent Account”) for each Dividend Equivalent and credit the Dividend
Equivalent Account (without interest) on the applicable dividend payment date with the amount of any such cash paid.

29.2 Incorporation of Terms of Plan. The RSUs are subject to the terms and conditions set forth in this Agreement and the Plan, which is incorporated
herein by reference. In the event of any inconsistency between the Plan and this Agreement, the terms of the Plan will control.

29.3 Unsecured Promise. The RSUs and Dividend Equivalents will at all times prior to settlement represent an unsecured Company obligation payable
only from the Company’s general assets.

ARTICLE XXX.
VESTING; FORFEITURE AND SETTLEMENT

30.1 Vesting; Forfeiture. The RSUs will vest according to the vesting schedule in the Grant Notice except that any fraction of an RSU that would
otherwise be vested will be accumulated and will vest only when a whole RSU has accumulated. In the event of Participant’s Termination of Service for any
reason, all unvested RSUs will immediately and automatically be cancelled and forfeited, except as otherwise determined by the Administrator or provided in
a binding written agreement between Participant and the Company. Dividend Equivalents (including any Dividend Equivalent Account balance) will vest or
be forfeited, as applicable, upon the vesting or forfeiture of the RSU with respect to which the Dividend Equivalent (including the Dividend Equivalent
Account) relates.

30.2 Settlement.

(a) RSUs and Dividend Equivalents (including any Dividend Equivalent Account balance) will be paid in Shares or cash at the Company’s option
as soon as administratively practicable after the vesting of the applicable RSU, but in no event more than sixty (60) days after the RSU’s vesting date.
Notwithstanding the foregoing, the Company may delay any payment under this Agreement that
 

11



the Company reasonably determines would violate Applicable Law until the earliest date the Company reasonably determines the making of the payment will
not cause such a violation (in accordance with Treasury Regulation Section 1.409A-2(b)(7)(ii)), provided the Company reasonably believes the delay will not
result in the imposition of excise taxes under Section 409A.

(b) If an RSU is paid in cash, the amount of cash paid with respect to the RSU will equal the Fair Market Value of a Share on the day
immediately preceding the payment date. If a Dividend Equivalent is paid in Shares, the number of Shares paid with respect to the Dividend Equivalent will
equal the quotient, rounded down to the nearest whole Share, of the Dividend Equivalent Account balance divided by the Fair Market Value of a Share on the
day immediately preceding the payment date.

ARTICLE XXXI.
TAXATION AND TAX WITHHOLDING

31.1 Representation. Participant represents to the Company that Participant has reviewed with Participant’s own tax advisors the tax consequences of
this Award and the transactions contemplated by the Grant Notice and this Agreement. Participant is relying solely on such advisors and not on any
statements or representations of the Company or any of its agents.

31.2 Tax Withholding.

(a) The Company has the right and option, but not the obligation, to treat Participant’s failure to provide timely payment in accordance with the
Plan of any withholding tax arising in connection with the RSUs or Dividend Equivalents as Participant’s election to satisfy all or any portion of the
withholding tax by requesting the Company retain Shares otherwise issuable under the Award.

(b) Participant acknowledges that Participant is ultimately liable and responsible for all taxes owed in connection with the RSUs and the
Dividend Equivalents, regardless of any action the Company or any Subsidiary takes with respect to any tax withholding obligations that arise in connection
with the RSUs or Dividend Equivalents. Neither the Company nor any Subsidiary makes any representation or undertaking regarding the treatment of any tax
withholding in connection with the awarding, vesting or payment of the RSUs or the Dividend Equivalents or the subsequent sale of Shares. The Company
and the Subsidiaries do not commit and are under no obligation to structure the RSUs or Dividend Equivalents to reduce or eliminate Participant’s tax
liability.

ARTICLE XXXII.
OTHER PROVISIONS

32.1 Adjustments. Participant acknowledges that the RSUs, the Shares subject to the RSUs and the Dividend Equivalents are subject to adjustment,
modification and termination in certain events as provided in this Agreement and the Plan.

32.2 Notices. Any notice to be given under the terms of this Agreement to the Company must be in writing and addressed to the Company in care of the
Company’s Secretary at the Company’s principal office or the Secretary’s then-current email address or facsimile number. Any notice to be given under the
terms of this Agreement to Participant must be in writing and addressed to Participant at Participant’s last known mailing address, email address or facsimile
number in the Company’s personnel files. By a notice given pursuant to this Section, either party may designate a different address for notices to be given to
that party. Any notice will be deemed duly given when actually received, when
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sent by email, when sent by certified mail (return receipt requested) and deposited with postage prepaid in a post office or branch post office regularly
maintained by the United States Postal Service, when delivered by a nationally recognized express shipping company or upon receipt of a facsimile
transmission confirmation.

32.3 Titles. Titles are provided herein for convenience only and are not to serve as a basis for interpretation or construction of this Agreement.

32.4 Conformity to Securities Laws. Participant acknowledges that the Plan, the Grant Notice and this Agreement are intended to conform to the extent
necessary with all Applicable Laws and, to the extent Applicable Laws permit, will be deemed amended as necessary to conform to Applicable Laws.

32.5 Successors and Assigns. The Company may assign any of its rights under this Agreement to single or multiple assignees, and this Agreement will
inure to the benefit of the successors and assigns of the Company. Subject to the restrictions on transfer set forth in the Plan, this Agreement will be binding
upon and inure to the benefit of the heirs, legatees, legal representatives, successors and assigns of the parties hereto.

32.6 Limitations Applicable to Section 16 Persons. Notwithstanding any other provision of the Plan or this Agreement, if Participant is subject to
Section 16 of the Exchange Act, the Plan, the Grant Notice, this Agreement, the RSUs and the Dividend Equivalents will be subject to any additional
limitations set forth in any applicable exemptive rule under Section 16 of the Exchange Act (including any amendment to Rule 16b-3) that are requirements
for the application of such exemptive rule. To the extent Applicable Laws permit, this Agreement will be deemed amended as necessary to conform to such
applicable exemptive rule.

32.7 Entire Agreement. The Plan, the Grant Notice and this Agreement (including any exhibit hereto) constitute the entire agreement of the parties and
supersede in their entirety all prior undertakings and agreements of the Company and Participant with respect to the subject matter hereof.

32.8 Agreement Severable. In the event that any provision of the Grant Notice or this Agreement is held illegal or invalid, the provision will be
severable from, and the illegality or invalidity of the provision will not be construed to have any effect on, the remaining provisions of the Grant Notice or
this Agreement.

32.9 Limitation on Participant’s Rights. Participation in the Plan confers no rights or interests other than as herein provided. This Agreement creates
only a contractual obligation on the part of the Company as to amounts payable and may not be construed as creating a trust. Neither the Plan nor any
underlying program, in and of itself, has any assets. Participant will have only the rights of a general unsecured creditor of the Company with respect to
amounts credited and benefits payable, if any, with respect to the RSUs and Dividend Equivalents, and rights no greater than the right to receive cash or the
Shares as a general unsecured creditor with respect to the RSUs and Dividend Equivalents, as and when settled pursuant to the terms of this Agreement.

32.10 Not a Contract of Employment. Nothing in the Plan, the Grant Notice or this Agreement confers upon Participant any right to continue in the
employ or service of the Company or any Subsidiary or interferes with or restricts in any way the rights of the Company and its Subsidiaries, which rights are
hereby expressly reserved, to discharge or terminate the services of Participant at any time for any reason whatsoever, with or without Cause, except to the
extent expressly provided otherwise in a written agreement between the Company or a Subsidiary and Participant.
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32.11 Claw-back. The Administrator may, in its sole reasonable discretion, deem the outcome of a remuneration component granted to the Participant
under this Agreement unreasonable either because the same has been based on incorrect information (including but not limited to financial information) or in
light of special circumstances. In such cases, the Administrator is entitled to adjust such component up- or downwards. If, in the event of such downward
adjustment, payment in Shares and/or in cash has already been made by the Company to the Participant, the Company is entitled to reclaim what payments
consequential to such downward adjustment was unduly paid.

32.12 Counterparts. The Grant Notice may be executed in one or more counterparts, including by way of any electronic signature, subject to Applicable
Law, each of which will be deemed an original and all of which together will constitute one instrument.

* * * * *
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Exhibit 99.13
 

ANNUAL GENERAL MEETING OF SHAREHOLDERS OF MERUS N.V. 
May 24, 2017 
GO GREEN 
e-Consent makes it easy to go paperless. With e-Consent, you can quickly access your proxy material, statements and other eligible documents online, while reducing costs, clutter and paper waste. Enroll today via www.astfinancial.com to enjoy online access. 
NOTICE OF INTERNET AVAILABILITY OF PROXY MATERIAL: 
The Notice of Meeting, meeting materials and proxy card are available at http://phx.corporate-ir.net/phoenix.zhtml?c=254206&p=irol-agm 
Please sign, date and mail your proxy card in the envelope provided as soon as possible. 
Please detach along perforated line and mail in the envelope provided. 
PLEASE SIGN, DATE AND RETURN PROMPTLY IN THE ENCLOSED ENVELOPE. PLEASE MARK YOUR VOTE IN BLUE OR BLACK INK AS SHOWN HERE ☒  
FOR AGAINST ABSTAIN 
1. Adoption of the annual accounts over the financial year 2016 
2. Appointment of the external auditor for the financial year 2017 
3. Release of the management directors from liability for the exercise of their duties during the financial year 2016 
4. Release of the supervisory directors from liability for the exercise of their duties during the financial year 2016 
5. (i) Amendment of the Company’s articles of association, (ii) authorization to implement such amendment and (iii) designation of managing and supervisory directors as executive and non-executive directors 
6. Reappointment of Dr. W. Berthold, Ph.D. and designation as non-executive director 
7. Reappointment of Dr. J.P. de Koning, Ph.D. and designation as non-executive director 
8. Amendment of the Company’s compensation policy 
FOR AGAINST ABSTAIN 
9. Amendment of the Company’s supervisory board member compensation program 
10. Approval of the increase of the grant date fair value of equity awards under the Company’s supervisory board member compensation program 
11. Granting of equity compensation to Mr. M.T. Iwicki 
12. Granting of equity compensation to Dr. W. Berthold, Ph.D. 
13. Granting of equity compensation to Mr. L.M.S. Carnot 
14. Granting of equity compensation to Dr. J.P. de Koning, Ph.D. 
15. Granting of equity compensation to Dr. A. Mehra, M.D. 
16. Granting of equity compensation to Mr. G.D. Perry 
17. Approval of amendment to awards granted under the Company’s 2010 employee option plan 
18. Granting authorization of the management board to issue shares and to grant rights to subscribe for shares 
19. Granting authorization of the management board to limit or exclude pre-emption rights 
20. Granting authorization of the management board to acquire shares in the Company’s capital 
This power of attorney is granted with full power of substitution. 
The relationship between the Shareholder and the Proxyholder under this power of attorney is governed exclusively by the laws of the Netherlands. 
To change the address on your account, please check the box at right and indicate your new address in the address space above. Please note that changes to the registered name(s) on the account may not be submitted via this method. 
Signature of Shareholder Date: Signature of Shareholder Date: 
Note: Please sign exactly as your name or names appear on this Proxy. When shares are held jointly, each holder should sign. When signing as executor, administrator, attorney, trustee or guardian, please give 
full title as such. If the signer is a corporation, please sign full corporate name by duly authorized officer, giving full title as such. If signer is a partnership, please sign in partnership name by authorized person.



MERUS N.V. 
THE UNDERSIGNED 
Name : 
Address : acting on behalf of (only to be completed if relevant) 
Name : 
Address : 
(the “Shareholder”). 
DECLARES AS FOLLOWS 
1. The Shareholder hereby registers for the annual general meeting of shareholders of Merus N.V. to be held on May 24, 2017 (the “AGM”) and, for purposes of being represented at the AGM, grants a power of attorney to Mr. P.C.S. van der Bijl, candidate-civil law notary and partner of NautaDutilh N.V., or any substitute to be appointed by him (the “Proxyholder”). 
2. The scope of this power of attorney extends to the performance of the following acts on behalf of the Shareholder at the AGM: 
a. to exercise the voting rights of the Shareholder in accordance with paragraph 3 below; and 
b. to exercise any other right of the Shareholder which the Shareholder would be allowed to exercise at the AGM. 
3. This power of attorney shall be used by the Proxyholder to exercise the Shareholder’s voting rights in the manner directed as set out on the reverse side. If no choice is specified in respect of one or more agenda items, the Proxyholder shall vote “FOR” such agenda item(s). 
(Continued and to be signed on the reverse side.) 
1.1 14475



Exhibit 99.14

Merus Announces Annual Meeting of Shareholders

UTRECHT, The Netherlands , May 09, 2017 (GLOBE NEWSWIRE) -- Merus N.V. (Nasdaq:MRUS), a clinical-stage immuno-oncology company
developing innovative bispecific antibody therapeutics, today announced that the Annual General Meeting of Shareholders will be held on Wednesday, May
24 , 2017 at 8:00 am CET, at the Hilton Hotel Amsterdam Airport Schiphol , Schiphol Boulevard 701, 1118 BN Schiphol, The Netherlands .

All relevant documents and information for the meeting, including the notice and agenda, are available in the ‘Investor Relations’ section of Merus website
(www.merus.nl) under “Financial Information.”

About Merus N.V.

Merus is a clinical-stage immuno-oncology company developing innovative full length human bispecific antibody therapeutics, referred to as Biclonics®.
Biclonics® are based on the full-length IgG format, are manufactured using industry standard processes and have been observed in preclinical studies to have
several of the same features of conventional monoclonal antibodies, such as long half-life and low immunogenicity. Merus’ lead bispecific antibody
candidate, MCLA-128, is being evaluated in a Phase 1/2 clinical trial in Europe as a potential treatment for HER2-expressing solid tumors. Merus’ second
bispecific antibody candidate, MCLA-117, is being developed in a Phase 1 clinical trial in patients with acute myeloid leukemia. Merus also has a pipeline of
proprietary bispecific antibody candidates in preclinical development, including MCLA-158, which is designed to bind to cancer stem cells and is being
developed as a potential treatment for colorectal cancer and other solid tumors, and Biclonics® designed to bind to various combinations of
immunomodulatory molecules, including PD-1 and PD-L1.

Forward Looking Statement

Except for the historical information set forth herein, this press release contains predictions, estimates and other forward-looking statements, including
without limitation statements regarding the treatment potential of our bispecific antibody candidates.

These forward-looking statements are based on management’s current expectations. These statements are neither promises nor guarantees, but involve known
and unknown risks, uncertainties and other important factors that may cause our actual results, performance or achievements to be materially different from
any future results, performance or achievements expressed or implied by the forward-looking statements, including, but not limited to, the following:
potential delays in regulatory approval, which would impact our ability to commercialize our product candidates and affect our ability to generate revenue;
the lengthy and expensive process of clinical drug development, which has an uncertain outcome; the unpredictable nature of our early stage development
efforts for marketable drugs; potential



delays in enrollment of patients, which could affect the receipt of necessary regulatory approvals; our reliance on third parties to conduct our clinical trials
and the potential for those third parties to not perform satisfactorily; and our reliance on third parties to manufacture our product candidates, which may delay,
prevent or impair our development and commercialization efforts.

These and other important factors discussed under the caption “Risk Factors” in our Form 20-F filed with the Securities and Exchange Commission , or SEC ,
on April 28, 2017 , and our other reports filed with the SEC could cause actual results to differ materially from those indicated by the forward-looking
statements made in this press release. Any such forward-looking statements represent management’s estimates as of the date of this press release. While we
may elect to update such forward-looking statements at some point in the future, we disclaim any obligation to do so, even if subsequent events cause our
views to change, except as required under applicable law. These forward-looking statements should not be relied upon as representing our views as of any
date subsequent to the date of this press release.

Contacts:

Media:
Eliza Schleifstein
+1 973 361 1546
eliza@argotpartners.com

Investors:
Kimberly Minarovich
+1 646 368 8014
kimberly@argotpartners.com


